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The first Special Report of the 
International Management Association. . . 


Case Studies in 
FOREIGN OPERATIONS 


a AND MORE COMPANIES—aware of the challenges and 
opportunities in operations abroad—must call on all their managerial 
resources to plan successfully for overseas business. 

This Special Report—the first issued by the International Manage- 
ment Association—describes how five leading companies organize 
and administer their foreign operations. Ranging from initial plan- 
ning to full development of marketing, production, and financial 
policies, each case study is a practical record of achievement in over- 
seas activity. 

The report also includes a useful appendix on licensing in foreign 
operations and a paper on investment abroad by the president of the 
International Finance Corporation. 


CONTENTS 
Case Study One—IBM World Trade Corporation: History, Policy, 
and Organization. Sales and Marketing Policies. Financial 
Operations. 


Case Study Two—Minneapolis-Honeywell Regulator Company: De- 
velopment, Organization, and Control of Overseas Operations. 
Recruitment, Training, and Development of Overseas Manage- 
ment Personnel. Overseas Manufacturing. 


Case Study Three—United Shoe Machinery Corporation: History, 
Organization, and Administration of the International Division. 
Leasing Policies and Procedures in Foreign Operations. Over- 
seas Commercial Operations. 


Case Study Four—Norton Behr-Manning Overseas Inc.: History and 
Policies of Foreign Operations. Marketing and Merchandising. 
Production and Engineering. Financial Administration. 


Case Study Five—Westinghouse Electric International Company: 
Company Objectives and Organization. Sales Policy and Opera- 
tions. Area Sales and Distributor Systems. Product Sales and 
Operations. 
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AMA will pay normal postage and handling charges on all orders accompanied by check or money order. 
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The AMA Program: 
No. 9 of a Series 


AMA’s New Supervisory 
Development Course 


Most manacers are aware that they are not getting the best 
possible performance from their first-line supervisors. At the same 
time, they agree that not enough has been done by management 
to help supervisors deliver their full potential. 

AMA has taken a step to help you directly with this problem by 
extending its unique and widely used program of management 
education to include a new Supervisory Development Course. 

This new Course is specifically designed to train your supervisors 
in proven management principles and techniques that they can put 
right to work in their everyday jobs—to develop their skill and 
understanding of organization, training, communications, human 
relations, operations, and management controls. 

Patterned after AMA’s highly successful management courses, 
the Supervisory Development Course builds concrete skill through: 


e down-to-earth briefing by operating executives 
from industry on management principles and 
practices. 


e demonstration, case histories, and guided discus- 
sion of realistic supervisory problems. 


The course develops awareness of management's “big picture” 
and creates self-confidence in handling immediate shop situations 
in methods improvement, budgets, grievance handling, quality con- 
trol, maintenance, and scheduling. It provides your supervisor with 
a sound, management-oriented background of knowledge—which 
he can enlarge by further study as his experience develops. 


COURSE SCHEDULE 























Unit | Unit Il Unit Ill 
Course 1 
The Savoy-Plaza Sept. 9-13 Sept. 16-20 Oct. 21-25 
New York City 1957 1957 1957 
Course 2 ? 
Penn Sherwood Hotel Oct. 7-11 Oct. 14-18 Nov. 11-15 
Philadelphia 1957 1957 1957 
Course 3 
Penn Sherwood Hotel Jan. 13-17 Jan. 20-24 Feb. 24-28 
Philadelphia 1958 1958 1958 
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The Coming Assault on Bigness 


BusinEss has been basking so long 
in the reflected glow of prosperity 
that many businessmen have grown 
a little complacent about the danger 
of political attack. Indeed, business 
has come to enjoy enough public 
repute so that even very large busi- 
ness may imagine that it is operating 
in a benevolent climate of opinion. 
But the very real economic problems 
resulting from ‘bigness certainly have 
not been finally resolved, nor have 
politicians exhausted the political 
mileage to be derived from attacking 
bigness. Even now, the Administra- 
tion is moving energetically, under 
the antitrust laws, to curtail at least 
one large-corporation prerogative: the 
right of a company to grow through 
mergers and acquisitions. 

The most widely publicized move 
to date has been the Justice Depart- 
ment’s suit to block the union of 
Bethlehem Steel and Youngstown 
Sheet & Tube. But the Justice De- 
partment and the Federal Trade 
Commission also have suits pending 
to force the dissolution of a total of 
28 other mergers. 

In 1950 the antimerger l2w (Sec- 
tion 7 of the Clayton Act) was re- 
vised to prohibit acquisition of assets 
as well as stock in cases where the 
merger might “substantially lessen 
competition or tend to create a 
monopoly.” The cases that are now 
coming up under the amended law 


represent the most significant as- 
sault on “bigness” in years. They 
also offer an excellent opportunity 
for reappraising U.S. antitrust policy. 
The antitrust laws have served as a 
relatively effective means of curbing 
monopolistic tendencies in business. 
But the nub of the antitrust question, 
though it is rarely brought into the 
open, is how powerful any one in- 
dividual or corporation should be 
allowed to get. The question would 
be hard enough to answer if the only 
problem were to curb “undue” power. 
It is just as important, however, to 
avoid imposing undue restraints on 
business efficiency, and _ corporate 
size may be merely the reward and 
reflected image of business efficiency. 
Real competition may often reduce 
the number of competitors in an in- 
dustry. A fundamental paradox of 
American antitrust policy, therefore, 
is whether to protect competitors or 
competition. 

A careful examination of the pend- 
ing cases reveals far more than a 
routine Administration attempt to 
enforce an existing statute. The suits 
reveal a strong opposition to bigness, 
even though the cases themselves are 
directly concerned only with bigness 
created or accentuated by mergers. 
In many of the key antimerger cases 
filed, the Justice Department and the 
FTC have chosen the most rigorous 
possible interpretation of Section 7, 
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namely, that the law is more directly 
concerned with economic concentra- 
tion than with competition. Accord- 
ing to the government’s interpretation 
of the intent of Congress in passing 
and amending the Clayton Act, if a 
merger occurs in an industry in 
which concentration is already high 
—e.g., steel or copper—or in one 
in which a clearly discernible trend 
to concentration exists—e.g., shoes 
or dairy products—all that has to 
be shown to prove illegality is that 
the merger will eliminate a “sub- 
stantial” competitor. 

How big does a firm have to be 
to qualify as a “substantial” competi- 
tor? Under the department's inter- 
pretation, almost any firm becomes 
“substantial” when some large cor- 
poration with a record of past mer- 
gers is trying to acquire it. 

The Antitrust Division is also tak- 
ing a liberal view as to when the 
government should act to prevent 
monopoly or a reduction in compe- 
tition. According to the “incipiency” 
concept that distinguishes the Clay- 
ton Act from the Sherman Act, the 
government should intervene to stop 
a trend toward monopoly or reduced 
competition before the trend is far 
advanced; under the Clayton Act it 
is necessary for the government to 
demonstrate only a potential, not an 
actual, lessening of competition in 
order to bar a merger. 

That so serious an attack on mer- 
gers and so stern an interpretation 
of the antimerger law should be 
coming from a Republican Adminis- 
tration is not as surprising as it 
seems. To be sure, the Republican 
party has a powerful big-business ele- 
ment, but it has an equally power- 
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ful—perhaps more powerful—small- 
business faction. And no segment of 
U.S. society is more openly critical 
of “big business” today than small 
business. 

Even big corporations, moreover, 
intensely dislike economic concen- 
tration in industries from which 
they buy or to which they sell. In 
these areas they like to have a num- 
ber of competitors. For one thing, 
they fear the power that a single 
customer or supplier might exercise 
over them, and they realize that with- 
out at least several sources of supply, 
they have no way of judging the price 
and quality of the products they buy. 
Indeed, most antitrust suits are 
started as a result of complaints by 
other business firms, rather than on 
the initiative of the Justice Depart- 
ment or FTC. 

How serious is the corporate mer- 
ger problem? Has there been a dan- 
gerous increase in mergers in recent 
years, as is so often asserted? Accord- 
ing to the FTC’s figures, the answer 
seems to be no. There have been up- 
wards of 3,500 industrial mergers 
since 1947, with the peak (689) 
reached in 1955. This total is only 
50 per cent higher than the total for 
the depression years of the 1930's 
(2,300 mergers in all). And com- 
pared to the 1920’s, the current mer- 
ger wave seems pretty tame: there 
were fewer than half as many mer- 
gers in 1947-56 as in the ten years 
of the 1920’s. Moreover, since there 
are roughly 20 per cent more in- 
dustrial firms now than in the twen- 
ties, the number of postwar mergers 
is not in itself disturbing. 

The number of mergers, of course, 
proves very little about economic con- 
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centration; such things as the volume 
of assets and sales of the companies 
involved in relation to those of their 
industries may have greater econ- 
omic significance. But studies by 
Professor M. A. Adelman of M.I.T. 
suggest that the postwar merger 
movement has involved proportion- 
ately fewer assets and firms than 
earlier merger movements. 

According to Professor Adelman, 
the share of total manufacturing as- 
sets held by the 139 largest corpora- 
tions in the U.S. actually declined 
between 1931 and 1947. Moreover, 
between 1901 and 1947, the pro- 
portion of total manufacturing pro- 
duction accounted for by “concen- 
trated industries” (industries in 
which the top four firms produce 
more than half the output) did not 
increase and probably declined 
slightly. 

Since 1947 the economic concen- 
tration trends have been mixed, ac- 
cording to Jesse J. Friedman, a 
prominent Washington economic 
consultant who directed the Senate 
Antitrust Subcommittee’s new study 
on concentration in manufacturing. 
Since World War II the hundred 
largest manufacturing corporations 
have increased their share of total 


sales. (Between 1950 and 1955, 
according to Fortune estimates, their 
share of total manufacturing sales 
rose from 26 per cent to 34 per 
cent.) On the other hand, “concen- 
trated industries” apparently do not 
account for any higher proportion of 
total manufacturing output today 
than in 1947. 

Should the antimerger law itself 
be repealed? The answer, clearly, is 
no. What’s at fault is not Section 7 
but the way the Justice Department 
and the FTC are interpreting and 
applying it. Control of the occasional 
merger that threatens competition is 
essential to an effective antitrust 
program. The great danger of anti- 
trust enforcement is that it so easily 
turns into an attack on business big- 
ness itself, thereby inhibiting growth, 
efficiency, and competition. 

Mergers as such do not threaten 
competition: the majority of mergers 
don’t affect competition one way or 
another, and quite a few actually 
increase competition. It is only those 
few mergers that lessen competition 
or tend toward monopoly that should 
be blocked. 

ws Charles E. Silberman. 
ForTuNE, June, 1957, 
p. 142:8. 





WOMEN make from 80 per cent to 90 per cent of all retail purchases 
both: downtown and in the suburbs, the Automotive Safety Foundation 
reports. Surveys in representative cities show that shoppers consider 
downtown’s chief attraction to be its wide variety of goods and serv- 
ices; its worst drawback, difficult parking. Nearness to home is rated 
the main advantage of suburban shopping areas; the worst drawback 
is limited selection. 





—Sales Management 
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Push-Buttons and Picasso: The New Look 
in Executive Suites 


By PUSHING a button in his office, 
the president of a South Carolina 
textile firm can cause a portion of 
his parquet walnut floor to rise and 
turn into a conference table. Al- 
though few executives hold with 
performing floors, this office is a 
striking indication of the revolution 
in both design and concept that is 
taking place in executive offices all 
over the country. 

Traditional drab walls are making 
way for splashes of bright colors. 
Window drapes are abstract in pat- 
tern. The founder’s portrait is being 
replaced by a modern painting or a 
free-form sculpture. Sleek paneling 
conceals consoles of push buttons 
that activate batteries of electronic 
gadgets and light controls. Sometimes 
even the desk has disappeared. 

Not too long ago, the office was 
simply the place where one worked. 
Usually it was a monk’s cell con- 
taining a beat-up desk, mismated 
chairs, files, and a coat rack. But in 
recent years, the executive has been 
impressed by the fact that he does 
more living in his office than in his 
home. He has also grown increasing- 
ly conscious of the impact of his 
office decor on a visitor. Today’s 
new executive offices are designed 
with these points in mind. 

For example, the L-shaped office 
of the president of a New York real 
estate management company has a 
nonrepresentational, room-high terra 
cotta sculpture fitted into walnut- 
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paneled walls. The desk, a slab of 
ebony on stainless steel legs, over- 
looks a “conversation area” that in- 
cludes an in-the-wall TV set, plaid 
upholstered sofa, and armless chairs 
of saddle leather. 

The walls of the office of a Gene- 
ral Motors vice president are of 
cherry wood ribbed with aluminum 
extrusions. Cherry is also used as 
cross-hatching over the fabric-cov- 
ered ceiling. The desk is a massive 
rounded block that flows in connect- 
ing curves into one of two huge fac- 
ing couches covered in orange and 
turquoise fabrics. In a panel set in 
the desk are light, temperature, and 
TV controls. The waste basket, tele- 
phone, and dictating equipment are 
all part of the desk and operate by 
push-button. 

Industry has become more aware 
of the executive as a human resource, 
and is more willing to spend big 
money for his comfort and efficiency. 
This has divested the wife or secre- 
tary of her traditional role as office 
decorator; the job is going to profes- 
sional interior decorators or—even 
more commonly—to new companies 
specializing in office designs. 

Most of the new offices have at 
least one thing in common: They 
look more like a living room than 
like the conventional office. Since the 
majority of executives spend most of 
their time conferring, reading, and 
dictating—but rarely writing—the 
dominant element is no longer the 
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desk, but the conversation area of big 
couches, armchairs, and coffee tables. 
Files and other ungainly equipment 
are out of sight. 

The desk itself is sometimes hard 
to identify. Even where the basic 
rectangular shape has been retained, 
it’s far more likely to be a plain 
table. Drawers are rapidly going by 
the board, since most papers that 
normally fill them belong in the files. 
Height has been cut a good 5 inches 
below the 30-inch prewar norm. 
Shapes range all the way to the 
amoeba-like free form. 

The less that standard office fur- 
niture is used, the more the built-in 
comes into its own. Today, designers 
are in on the planning often before 
the building goes up, and are making 
walls a lot more than just room 
dividers. Files and storage shelves 
hidden behind paneling are almost 
routine, and there’s often a coat 
closet there, too. 

Similarly, the old desk and floor 
lamps are flickering out. In their 
stead are whole stagefuls of special 
effects, rheostat-controlled to give 
interior light effects ranging from 
high noon to dusk. 


The amounts spent on decorating 


Trust Fund Investments in Common Stocks 


THE PORTFOLIOS of the 205 common trust funds administered by banks 
show no undue concentration on the common stocks of a few companies, 
according to a recent study by Trusts and Estates. Only 11 stocks were 
held by more than half the funds at the end of last year. 

The aggregate valuation of the 79,866 individual trust accounts under 
$100,000 each was just under $2 billion, of which 55 per cent was 
represented by common stock investment, 19 per cent by corporate bonds, 
10 per cent by preferred stocks, and 16 per cent by United States gov- 


ernment bonds. 








the new offices depend mostly on 
what stockholders will hold still for, 
but designers argue that a personally 
designed office need cost no more 
than a hodgepodge of standard furn- 
ishings. To do a new office—from 
carpeting and a specially hung ceil- 
ing to ash trays and cigarette boxes— 
can cost anywhere from $6 to $25 
per square foot. The average runs 
about $10 per square foot, or $3,000 
for a 15- by 20-foot office, but the 
cost can zoom up in meeting indi- 
vidual fancies. 

But whether it’s a shoestring job 
or one where the sky’s the limit, the 
designer operates in much the same 
way. Before a pencil is laid to a pad, 
he has a long talk with the executive 
to determine what he needs in his 
office to do his job and to satisfy his 
psyche. Often the latter consideration 
is the more important—as in the 
case of the very short executive who 
does little paperwork, but who feels 
the need of a big desk to add to the 
impression he makes on a visitor. 
“We have to be psychiatrists, too,” 
designers say. 

w Business WEEK, 
March 30, 1957, 
9. 17235. 
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Getting Answers to Your Foreign Trade Questions 


ARE YOU LOOKING for a sales representative in Madagascar? Do you 
want a credit report on a firm in Paraguay? Is a competitor pirating 
your trademark in Japan? Are you looking for exotic African woods? 
Uncle Sam may be able to help you solve your problem for a nominal 
fee, or perhaps for no fee at all. 

The State Department’s Foreign Service handles thousands of such 
inquiries—channeled to it through the Commerce Department—every 
year. Last year, U.S. embassies and consulates abroad prepared more 
than 17,000 World Trade Directory reports on individual foreign firms. 
These reports may be ordered from the Commerce Department for $1 
each. 

In addition to handling special inquiries from businessmen and 
assisting traveling representatives of American firms who call at U.S. 
embassies and consulates, the State Department’s economic - Foreign 
Service corps submits regular reports on all aspects of business in foreign 
countries, including policies affecting imports and exports, marketing 
and distribution, industrial development, industrial structure, restrictive 
business practices, local resources, and specific industries. Reports are 
made also on trade and investment opportunities, trade fairs, travel and 
tourism, insurance, and protection of U.S. commercial interests and 
property rights. 





—Herbert Bratter in Banking 4/57 


Is Business Courtesy Old Hat? | 


“SAY WHAT YOU LIKE,” said an exasperated businessman recently, 
“about the quaintness of the old days when business leaders wore 
black broadcloth and expensive linen. At least, they practiced courtesy 
as sound human policy. 

“Typically, they believed that a personal letter, however trivial it 
seemed, deserved a personal answer, even if the answer could be no 
more than an acknowledgement. Today it is not at all uncommon for 
a letter, important to the sender and written with care, to get no reply 
at all from businessmen who judge its author to be a person of little 
consequence. Yet I know of one case—and there must be hundreds like 
it—where a firm, wishing to make preliminary inquiries leading up 
to a very important business negotiation, had those inquiries made in 
the name of an ‘unknown’—and got nothing but silence from half the 
concerns to whom the letter was addressed. 

“One of the most profitable things a company can do, both for its 
broad effect on good will and the possibility that it will yield direct 
returns, is to insist that every letter, no matter how trivial it might seem, 
must have an answer commensurate with the care its writer has taken.” 


—Management Briefs (Rogers, Slade and Hill, New York) No. 79 
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ALTHOUGH top management nego- 
tiates the union contract, it’s the 
supervisor who has to administer its 
provisions down on the plant floor. 
The many companies that realize the 
importance of providing foremen 
with a sound knowledge and under- 
standing of the labor agreement have 
approached the problem in a variety 
of ways. 

At United States Rubber Co. 
(Chicopee Falls, Mass.), the labor 
relations manager sits down for a 
review with small groups of foremen 
after each session of contract nego- 
tiation. Each supervisor already has 
been given a copy of the old con- 
tract, and he is expected to be 
familiar with its provisions. 

During the meetings, a true-false 
questionnaire covering points in the 
contract in simple, everyday lan- 
guage is distributed for the foremen 
to answer. If there is confusion about 
any provision, the company believes 
that this is the time to iron it out, 
rather than at a later grievance 
meeting. 

The labor relations manager also 
explains the reasons for various 
provisions. It is important that su- 
pervisors understand the “why” as 
well as the “what” and “how” of the 
contract, so they won’t make it 
sound arbitrary in their explanations 
to employees. Rights as well as obli- 
gations are explored so that no one 
will be uncertain about his exact 
authority. 

At Johns-Manville Corp. (Man- 
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Helping Foremen Bone Up on the Contract 





ville, N. J.), the procedure is to in- 
corporate contract information into 
the Supervisor’s Personnel Manual, 
which also describes company policies 
not governed by contract, including 
practices for salaried and exempt 
employees, applicable federal and 
state laws, etc. 

As sufficient experience is ac- 
cumulated on a specific point, fore- 
men are given memos containing a 
brief statement of policy and a short, 
practical discussion of procedure and 
responsibility. 

Johns-Manville doesn’t rush into 
print on individual contract points. 
Training supervisor E. T. Legge ex- 
plains: “We feel it is better to be a 
little slow and cover all aspects than 
to risk losing supervisors’ interest by 
snowing them under with new con- 
structions as they take place. Word- 
of-mouth is used to get the day-to-day 
interpretations around.” 

At Arma Division of the American 
Bosch-Arma Corp. (Garden City, 
N. Y.), copies of all arbitration 
awards are transmitted to foremen. 
Since such awards serve as binding 
precedents, it is important that su- 
pervision know their contents. A 
copy of the arbitration decision is 
accompanied by a letter explaining 
why the company took its position, 
what it may have offered as a solu- 
tion during intermediate steps, and 
how supervisors should use the deci- 
sion in the future. 

Although some companies advise 
supervisors about third-step grievance 
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settlements—that is, those made be- 
fore the arbitrator comes into the 
picture—Arma does not. Grievances 
are often settled at interim steps out 
of expedience, and such settlements 
are not necessarily plant-wide pre- 
cedents. 

In exceptional circumstances— 
when “hot” grievances are involved— 
Arma does release terms of settle- 
ment at initial steps. Far more com- 
monly, the company issues statements 
of its position on grievances in inter- 
mediate stages—particularly if there 
are unfounded rumors in circulation 
distorting the reasons for the com- 
pany’s stand. 

“Our own attitude toward griev- 
ances,” says labor relations manager 
George McConnin, “is that few arise 
that are completely without merit. 
Rather than insist on the letter of 
the law, we try to understand what’s 
on the worker's mind. Our super- 
visors are instructed to try to ap- 
preciate the feelings a man is ex- 
pressing, as well as whatever objec- 
tive merits there are in his case.” 

Republic Aviation Corp. (Farm- 
ingdale, N.Y.) devotes several ses- 
sions of its labor relations training 
program to role-playing in which 
supervisors take turns acting as 
management representative, union 
committeeman, and arbitrator. The 
company feels there is no better way 
to sensitize supervisors to the human 
problems involved in grievance settle- 


ments than to throw them into real- 
istic situations where they have to 
come up with arguments, rebuttals, 
and a decision. 

At Dictaphone Corp. (Bridgeport, 
Conn.), it used to be standard prac- 
tice to inform foremen on what was 
going on at contract negotiating ses- 
sions. This year, however, the com- 
pany decided not to pass this infor- 
mation along. It has concluded that 
you can’t talk to a group of 75 or 80 
foremen without some information 
that should be kept within the man- 
agement group leaking out while 
bargaining is going on. The word 
soon gets around that supervisors 
know what’s going on, and they are 
bombarded with questions. Company 
positions are misinterpreted; em- 
ployee expectations begin to exceed 
union hopes; what the negotiators 
consider tentative offers become hard- 
and-fast agreements in the minds of 
employees; and the plant is quickly 
flooded with unfounded rumors. 

All the foremen approved of the 
new procedure after it was explained. 
They feel that not having informa- 
tion during negotiations makes their 
jobs easier. At the conclusion of the 
most recent bargaining talks, there 
were fewer rumors and fewer dis- 
appointments than ever before. 


ws EMPLOYEE RELATIONS BULLETIN 
(National. Foremen’s Institute, 

New London, Conn.), 

April 10, 1957, p. 11:4. 





WE CAN LEARN what to avoid from history’s bad examples, and from her 
finest men we can learn what goals to seek; but we are not warned of 
the dangers of inactivity because history does not record the story of 


those who never tried. 
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—Ellsworth Kalas 
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CAN VALUE ANALysIs pay off for 
the smaller company? The answer 
is definitely “yes,” according to one 
small company (A. C. Gilbert, New 
Haven, Conn.) that has achieved 
substantial savings through the use 
of this purchasing technique. 

Shortly after the Korean War, 
Gilbert, a manufacturer of educa- 
tional toys and electrical appliances, 
was faced with disappearing profit 
margins due to zooming costs. Al- 
though purchasing volume was only 
$6 million, a value analyst was added 
to the purchasing department to help 
in the company-wide cost reduction 
effort. The move has paid off hand- 
somely. 

However, value analysis isn’t 
something that’s done only by the 
staff analyst at Gilbert. Everyone 
makes some contribution. Cost reduc- 
tion ideas affecting purchasing can 
be initiated in two different ways, 
one being through the plant-wide cost 
reduction committee. Specific prod- 
ucts are reviewed at meetings at- 
tended by representatives of design 
engineering, production engineering, 
cost control, and purchasing. When 
proposed changes might affect ap- 
pearance of the product, sales repre- 
sentatives are also invited to attend. 
The value analyst (who is purchas- 
ing’s representative) transmits rec- 
ommendations concerning purchased 
items to the buyers, who then act 
upon them. 

Purchasing also has its own cost 
reduction program, which, unlike the 
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plant-wide program, is concerned 
almost entirely with purchased items 
—usually analyzed on a commodity 
rather than a product basis. 

The value analyst picks out the 
items to be reviewed by going 
through the traveling requisitions. 
When a company is buying almost 
12,000 component parts, this job is 
extremely important. The analyst 
tries to pick out the items that can 
pay off in substantial savings, usual- 
ly the expensive and/or high-volume 
ones. Every Friday morning the 
buyers and the analyst meet and 
review the parts that have been se- 
lected. Ideas that develop are then 
discussed with engineering, suppliers, 
and any other interested parties. 

Gilbert uses the “self-interest” 
approach to get everyone in the 
company behind the value analysis 
program. Here’s how it works: 

Interest is constantly stimulated. 
Major value analysis projects are 
publicized by exhibiting exploded 
components of a product on a display 
board. “Before” and “after” exhibits 
graphically illustrate what can be 
accomplished. 

Incentives are provided. Every ef- 
fort is made to give recognition to 
cost reduction efforts. The man who 
makes the original suggestion gets 
the credit: His accomplishments are 
noted on his personnel record and 
become one of the bases for salary 
boosts. 

Promising items are constantly re- 
checked. If you happen to make a 
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saving on a particular item, that 
doesn’t mean you can’t make addi- 
tional savings on it. For example, 
three different savings were made on 
the caps used to seal vials for chem- 
istry sets. The first change, from a 
cork to a plastic cap, speeded up the 
assembly of the vial and _ saved 
$8,300 per year. The second change, 
to a more costly plastic cap, speeded 
up assembly enough to make an ad- 
ditional net saving of $3,600 per 
year. The third change, to a different 
type of plastic cap and a cheaper 
vial, saved an additional $4,200 a 
year. Total savings to date on this 
item: more than $16,000 a year. 

Unpromising items are weeded 
out. Effective value analysis requires 
realistic appraisal of a project's 
chances for success. When the 
chances of making a saving are re- 
mote, the project should be dropped 
in favor of something more promis- 
ing. 

At Gilbert, many of the value 
analysis ideas are generated by the 
buyers. Nevertheless, a separate ana- 
lyst in the purchasing department is 


invaluable. Buyers just don’t have 
time to do a thorough job on value 
analysis by themselves. There are 
too many interruptions, and they 
rarely have a chance to give a value 
project their undivided attention. 

In an organization sold on value 
analysis, however, there is a lot that 
buyers can do that doesn’t necessarily 
show up on a savings report. Where 
there’s value analysis, there’s team- 
work between purchasing and en- 
gineering, and this can mean sub- 
stantial cost savings while the prod- 
uct is still in the design stage. At 
Gilbert, buycrs attend “tool confer- 
ences” with design engineers to dis- 
cuss products before they are put 
into production. As a result of such 
meetings, there has been a big re- 
duction in the number of special 
components bought when a standard 
item could do the job. In addition, 
engineers are better informed on the 
economics of raw materials. The 
payoff: a better product at lower 
cost. 

s PurcHASING, May, 1957, 
p. 74:2. 


Cigareets, Whiskey, and Wild, Wild Women 


LATEST FEDERAL EXCISE TAX FIGURES indicate that U.S. citizens are 
doing more drinking and smoking than they used to, says Commerce 
magazine. During the last six months of 1956, alcoholic beverage taxes 
were 8 per cent higher than during the same period of 1955, and 


tobacco taxes were 3 per cent higher. 


The tax figures, announced by Commerce Clearing House, also reveal 
that we're playing more phonograph records and fewer cards, snapping 
more pictures, and doing more traveling. As to the wildness of today’s 
women, the Treasury Department has no official pronouncements, but it 
finds that they are using more make-up and buying more furs and jewelry: 
Tax receipts on toilet preparations were up 15 per cent, and those on 


jewelry and furs were up 5 per cent. 
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Do Foremen Belong at the Bargaining Table? 


FEW COMPANIES PERMIT their foremen to sit in on union contract 
negotiations, and even fewer allow them to actually participate, judging 
from a recent National Industrial Conference Board survey of 213 com- 
panies. 

According to the survey, 61 companies allow their foremen to sit in on 
negotiations, but in only 15 of these firms do foremen actively partici- 
pate. In nine they act only as technical advisors, and in 37 they are 
merely observers. 

However, 205 of the firms surveyed do encourage foremen to submit 
suggestions for contract changes. Most firms report that the foremen’s 
ideas are very helpful—especially in the areas of wage rates, seniority, 
and discipline. Perhaps the greatest value of this policy, though, is that 
it gives foremen a feeling of belonging. 

When it comes to telling foremen about bargaining progress during 
negotiations, most companies give them no more than a general summary. 
Why don’t they tell foremen more? For one thing, the union frequently 
objects. And even when it doesn’t, there’s the fear that specific informa- 
tion in the foremen’s hands may upset the bargaining applecart. 

—Factory Management and Maintenance 4/57 








“Oh, | don't care about the salary just as 
| long as | get a crack at the baseball pool.” 





—Reprinted by special permission of The Saturday Evening Post. 
Copyright 1956 by the Curtis Publishing Co. 
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Facts on Loss-of-Income Insurance 


PROLONGED ILLNESS of employees 
—which costs industry almost $2 
billion in production time every 
year—can shape up into an acute 
problem for the company that has 
not taken steps to prepare for the 
possibility that valued employees may 
become seriously ill. 

When an employee gets sick, his 
employer usually is willing and able 
to continue his salary for a few 
weeks or even longer. But it’s another 
matter when the employee is off the 
job for several months. No matter 
how much the employer may wish to 
help out, he often cannot afford to 
do so. 

Moreover, prolonged loss of the 
services of an employee with im- 
portant responsibilities might adverse- 
ly affect the earnings of the com- 
pany. Or the employee might have 
to be replaced for the duration of 
his disability, in which case there 
would be an additional salary to pay. 
In a small organization where a few 
key persons are carrying most of the 
responsibility, the problem of pro- 
longed disability could become 
critical. 

Many concerns have eased the 
problem through a program of in- 
sured salary continuance. Such a 
program has several advantages: 

1. Employees are reassured by the 
knowledge that when they are sick 
or injured they will continue to re- 
ceive at least a substantial part, if 
not all, of their pay. 

2. The company has an additional 
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fringe benefit to attract new em- 
ployees and hold old ones. 

3. Salary continuance costs can 
be budgeted. . 

There are two kinds of disability 
insurance available for an insured 
salary continuance plan: group loss- 
of-income insurance and key-man 
group disability insurance. 

Because of the widespread occupa- 
tional coverage provided by work- 
men’s compensation insurance, group 
loss-of-income insurance is obtain- 
able only on a nonoccupational basis. 
It is written with benefit periods of 
13, 26 or sometimes 52 weeks, and 
replaces income lost through accident 
or illness with a benefit allowance 
ranging from 50 per cent to 6624 
per cent of wages within specified 
minimum and maximum limits. 

Most of this insurance now in 
force is for first-day accident and 
third- or seventh-day sickness. How- 
ever, to fit it into a salary continu- 
ance program, some companies are 
specifying waiting periods of 30, 60, 
90, or 120 days, and even six months 
or a year, depending on their sick-pay 
practices. 

Group loss-of-income insurance 
has important tax advantages for 
both the employer and employee. 
The Internal Revenue Code says that 
the benefits to the employee—up to 
$100 a week—are tax free. The cost 
to the employer is considered a busi- 
ness expense and is not included in 
gross income.. 

Key-man insurance differs from 
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group loss-of-income insurance in 
that it is (1) limited to important 
employees; (2) written on a 24-hour 
basis; and (3) designed to provide 
higher benefits for either occupation- 
al or nonoccupational disabilities, 
over and above workmen’s compen- 
sation or nonoccupational group in- 
surance. ‘ 
Loss-of-earning benefits can range 
up to $1,000 a week, commencing 
after several weeks or months of ab- 
sence from work. Payments can con- 
tinue for a maximum of from two to 
ten years for sickness, and in the 
case of accident, for life. There may 
be a deductible tie-in with a basic 
group accident and sickness plan, 


and, in some cases, the benefits may 
be graded downward from 80 per 
cent or so of salary in the first year 
to smaller amounts in later years. 

To be eligible for key-man group 
insurance, an employee must usually 
be in a decision-making position in- 
volving major responsibilities. All 
such employees are acceptable, re- 
gardless of physical condition or 
medical history. Premiums may be 
paid by the employer, the employee, 
or by both, and tax advantages are 
similar to those of group loss-of-in- 
come insurance. 


u,Elmer Miller. 
THE JoURNAL OF COMMERCE, 
April 22, 1957, p. 1:2. 


Our Industrial Water Supply: 
A Growing Problem 


THE FUTURE GROWTH of U.S. in- 
dustry soon may be severely stunted 
by lack of water. If consumption 
continues at its present high rate, we 
can expect a virtual halt to the build- 
ing of new plants by 1975, for by 
that time we will be using practically 
all the water that’s available from 
existing sources. 

There are several reasons for the 
mounting thirst which is depleting 
our water supplies: 

1. Increased industrial demands. As 
we build new plants, we worsen water 
supply problems by spreading facili- 
ties into regions unable to fill water 
needs. Such expansion is prompted 
by market considerations and is often 
unaccompanied by sound water sur- 
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veys. There are also fantastic de- 
mands by industries which did not 
even exist a few years ago. In one 
atomic energy plant, for example, 
cooling-water needs are 700 million 
gallons daily—about 75 per cent of 
the total daily water consumption of 
New York City. 

2. The need for purer water. Em- 
phasis on better product quality, the 
use of more efficient boilers, and the 
need for “pure” water for precision 
equipment—all have _ complicated 
water supply problems. Moreover, 
existing water is becoming increas- 
ingly polluted by industrial wastes. 

3. Increased domestic consump- 
tion. Dishwashers, the third bath- 


room, and similar luxuries have 
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doubled daily individual consumption 
in the past 20 years. 

Except for a small amount of 
processed sea water, all our usable 
water is meteoric—rain, snow, etc. 
Experts say that the water practically 
available is about 350 billion gallons 
per day. Current consumption for all 
purposes is estimated at 160 billion 
gallons per day, but we double our 
consumption every 25 years. This 
means that by 1975 we'll be using 
almost every drop available. 

The picture wouldn’t be so bleak 
if there were even distribution of 
water throughout the country. But 
there isn’t. In the 17 states west of 
a line drawn from Minnesota to 
Louisiana there are only 130 billion 
gallons a day of runoff water avail- 
able. They are already using 83 
billion gallons of this per day, which 
indicates how little industry can ex- 
pect to expand in this area. And two- 
thirds of this runoff is confined to 
the Pacific northwest. Things are a 
little better east of the imaginary 
line. These states are using 80 bil- 
lion of a potential 220 billion gal- 
lons a day, so growth is still possible 
in this region. 

There are a number of things com- 
panies can do, both individually and 
cooperatively, to ease the impending 
water shortage: 

1. Make fuller use of existing wa- 
ter supplies. Industry is consuming 
about 80 billion gallons a day, mostly 
from underground wells. One avenue 
to more ample supplies is the exploi- 
tation and development of these un- 
derground resources. 

2. Make thorough water surveys. 
These will help to extend existing 
water supplies and balance depletion 
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and replenishment. Water consult- 
ants can tell you about water supply, 
quality, nature of water-bearing stra- 
ta, etc. Such information will reveal 
whether nearby plants are tapping 
the same water supplies, and will 
indicate the feasibility of expanding 
your present manufacturing facilities. 
Never build a new plant without 
first surveying the local water supply. 

3. Recharge existing wells. After 
using water pumped from wells, re- 
turn it to a well some distance away. 
The water will filter through rock 
and soil and will help to balance the 
volume being withdrawn. 

4. Treat waste water. Water can 
be used over and over if it ‘is proc- 
essed to remove contaminants. In 
fact, you can process waste water at 
a profit, since recovered materials of- 
ten have considerable value. Bethle- 
hem Steel Co. has even tapped into 
sewage effluent for steelmaking water 
at its Sparrows Points, Md., plant. 
It buys municipal sewage water from 
Baltimore, passes it through a treat- 
ment plant, and pipes it to a reser- 
voir some seven miles away. 

5. Install water meters. They pro- 
vide an accurate check on consump- 
tion, pinpoint waste and misuse, and 
help you to live within your “water 
budget.” 

6. Help build natural reservoirs. 
You can’t have wells without sub- 
surface water, and you can’t have 
that without some means of prevent- 
ing runoff. Because tree root systems 
are natural water storehouses, we 
must replant our watersheds to stop 
meteoric water from wasting away 
through rivers to the oceans. Indus- 
try can do its part by backing an ex- 
tensive reforestation program. 
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7. Form industry - community 
groups to conserve water. Chances 
are, no one manufacturer in a spe- 
cific region can do much by himself 
to extend water supplies. But if all 
industrial users in an area get to- 
gether, they can work out plans to 
make local water go farther. 

One additional hope lies in treat- 
ment of sea water. However, use of 


such water probably lies a long way 
off, primarily because sea water con- 
tains about 35,000 parts per million 
of dissolved impurities. These would 
have to be removed to make the wa- 
ter usable for industry, and present 
purification methods are prohibitive- 
ly expensive. 
es Mitt & Factory, May, 1957, 
p. 81:5, 


Gauging Your Manpower Needs for 1962 


IN AN ATTEMPT to stave off labor bottlenecks during the next ten years, 
more and more companies are using long-range manpower forecasts to 
plan ahead on recruiting and training needs. 

One company (Minnesota Mining and Manufacturing Co., St. Paul, 
Minn.) analyzed its management payroll over a five-year period and found 
a dependable correlation between over-all sales and the number of man- 
agers at the end of the year in various classifications. This correlation 
was applied to a five-year sales forecast: Projected sales for each year 
were divided by average sales per manager to show the total number of 


managers needed for each year. 


To determine recruiting and training 


needs for each year, the figure for the total number of managers needed 
annually was multiplied by expected turnover ratios. The estimates proved 
accurate to within less than 1 per cent. 

In 1956, the company began forecasting needs for other types of 
personnel. “Forecasts for sales and technical workers proved quite ac- 
curate,” reports 3M employment manager Wendel W. Burton. “Salaried 
nontechnical needs were less correctly predicted because of an error in 
combining male and female employees in turnover calculations and 
because of understatement of needs by the department heads.” 

—lIndustrial Relations News (230 West 41 Street, 


New York 36, N.Y.) 3/9/57 





Statler Hotel, New York. 





FALL PERSONNEL CONFERENCE 


AMA’s Fall Personnel Conference will be held Monday 
through Wednesday, September 23-25 inclusive, at the 
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Current Trends in Labor Arbitration 


ALTHOUGH no one knows exactly 
how many labor arbitrations actually 
take place every year, the best esti- 
mates are impressive: from 12,000 
to 15,000. The growing use of arbi- 
tration as a means of solving labor- 
management disputes is plainly shown 
by the fact that the 1956 case load 
of the American Arbitration Associa- 
tion registered an increase of 7 per 
cent over 1955 and that there have 
been similar increases in previous 
years. This growth can be traced to 
a number of factors, the most im- 
portant being the increased sophisti- 
cation of labor leaders and industrial 
relations executives. 

What are the latest trends in the 
arbitration field? One of the most 
important is a decline in the use 
of tripartite arbitration, even where 
contracts call for a tripartite arbitra- 
tion board. Parties now frequently 
stipulate that, if the board is unable 
to reach a majority decision, the neu- 
tral arbitrator will have the power to 
make the award alone. 

Face-saving arbitration is also on 
the decline. This trend can be cred- 
ited to both the union officials who 
do not hesitate to tell a grievant that 
he has no case and the industrial re- 
lations executives who have the cour- 
age to tell their plant superintend- 
ents that they are wrong. 

More than 95 per cent of present- 
day arbitrations are grievance cases; 
less than 5 per cent concern new 
contracts or reopening clauses. An 
examination of 1,886 arbitrations in 


JULY, 1957 


1956 shows the relative frequency 
of some of the most common types 
of cases: 


Discipline and discharge. 26 per cent 


Job evaluations ....... 21 per cent 
NE Scie s oS Sa Cee 13 per cent 
CON 6555. BR 6 per cent 


Although in past years seniority 
has been the second most common 
subject of dispute, it has slipped to 
third place, primarily because recent 
seniority clauses have been adapted 
more effectively to the needs of both 
the company and union involved. 

One of the most interesting de- 
velopments in the past three years 
has been the growing number of ar- 
bitration cases stemming from tech- 
nological changes. Such changes 
place a heavy burden of contract in- 
terpretation on labor and manage- 
ment. For example, does a particular 
technological change require enough 
additional effort on the part of 
workers to justify invoking the “safe- 
ty and health” clause in the contract? 
Does installation of a new type of 
emery wheel on a grinding machine 
amount to a sufficient change in job 
content to justify retiming the opera- 
tion? When men are assigned to 
work at a new machine are they 
being asked to work outside their 
job classification? How does intro- 
duction of new machines affect de- 
partmental seniority rosters? These 
are just a few of the technical ques- 
tions which have come before arbi- 
trators in recent months. 

Over the past few years there have 
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also been many disputes involving 
fields that were almost nonexistent in 
the early days of arbitration. These 
include welfare programs, pensions, 
compulsory retirement, seniority risks, 
and subcontracting. 

What are the over-all batting aver- 
ages of management and labor in 
winning arbitration cases? A survey 
of several hundred recent cases of the 
Amerivan Arbitration Association in- 
volving discharges came up with 
these figures: 

Discharges were sustained in 46 
per cent of the cases; reinstatement 


with full back pay was granted in 
19 per cent; and reinstatement with- 
out back pay or with partial back pay 
was granted in 35 per cent. 

In a similar study of seniority 
cases, management was upheld in 55 
per cent of the cases, unions in 42 
per cent, and the decision was di- 
vided in 3 per cent. 


= From an address by Joseph S. Murphy 
(Vice President, American Arbitration 
Association) before a Conference on 
Arbitration and Labor- 

Management Relations at 

Rutgers University. 


What Is a Conference? 


You CANNOT put your finger firmly 
on The Conference. It slips and 
squirms and skitters in all directions. 
But like quicksilver, its fluid in- 
gredients—talk, ideas, people—oc- 
casionally clump _ together 

enough for a moment of study. 

Whatever else it may be, the con- 
ference is a meeting of minds where 
thoughts get aired, where ideas take 
wing and sometimes are shot down 
in mid-flight, where problems are 
verbally pummeled until they no 
longer exist or are blown up to a 
size out of all proportion to reality, 
and where, oftentimes, decisions are 
made. 

A conference can be formal or in- 
formal, big or little. It may bring 
together two men or twenty. It can 
settle matters of state, and of life 
and death, yet it is the subject 
of laughter: It has been blithely said, 
“A conference is best with three 
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people if two are absent,” and, “It’s 
a place where conversation is sub- 
stituted for the dreariness of labor 
and the loneliness of thought.” 

The fact is indisputable, however, 
that the conference has become a 
valuable, virtually indispensable part 
of conducting a company’s business 
from the top right through ll 
branches of organization. 

The productive conference must 
contain just the right amount of 
friction. The sources of this friction 
are (1) differences of opinion, (2) 
differences in temperament among 
the participants, and (3) the primi- 
tive urge to support one’s opinions 
with force. Counterbalanced against 
these causes of friction, and prevent- 
ing the conference from becoming a 
pitched battle, are (1) a spirit of 
compromise, (2) a mature and 
tolerant group of people with, per- 
haps, a diplomatic but forceful 
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chairman, and (3) civilized manners 
adhered to, more or less, by every- 
one. Out of the collective imperfec- 
tions of which a conference is com- 
posed, something better than any of 
its parts is expected to emerge and 
usually does, perhaps because of, 
rather than in spite of, those same 
imperfections. 

As you focus the microscope more 
firmly on the conference as a phe- 
nomenon, types and categories begin 
to take clearer shape. For example, 
there’s the conference which aims 
primarily to instruct. Then again, 
there’s the type that aims at problem 
solving or policy making. Further, 
there’s the kind convened for the 
purpose of report giving, opinion ex- 
pressing, or order issuing. And fi- 
nally, there’s “brainstorming.” 

The conference is so much a part 
of business that it has come to have 
a rich lore, a tradition all its own. 
Take, for example, the various “types” 
that may be seen at many conferences. 
Most of them probably had their 
origin in popular fancy, yet there 
are times when they come to re- 
semble everyone around the table 
except yourself. 

One is the Fence-Sitter. He sees 
both sides of every question and 
manages to sit on both sides, too. 
If it were left to him, nothing would 
ever happen. Another familiar type 
is the Inscrutable One. When he 
speaks, which is seldom, he sounds 
as if he has been contemplating the 
whole problem for years. He never 
commits himself, of course. The 
Doodler is of a piece with the Nose- 
Scratcher, the Ear-Tugger, and the 
Wiggler. The Yes Man is a living 
demonstration of the impotence of 
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over-positive thinking. Some day he 
will say “yes” to an idea the boss 
doesn’t like. 

Then there is the Pessimist, who is 
sure no good will come of all this 
talk. He is happiest when his gloomy 
prophecies come true. Perhaps he 
sits next to the Back-Tracker, whose 
war cry is: “They didn’t do it this 
way at the old plant.” Fortunately for 
the survival of the conference as an 
effective technique, these men have 
never all been present at any one 
meeting. 

Foundation-stone of the real con- 
ference is purposefulness. Given 
something to accomplish, and con- 
ferees, what makes a _ conference 
tick? 

Most conferences assemble as a 
friendly group, every man among 
them believing that he’s a tolerant, 
civilized, mature, diplomatic ex- 
ample of the human race—and cer- 
tainly all of them are, most of the 
time. 

A man, however; can’t check his 
prejudices, his personal concerns, and 
his private boiling point at the door. 
So when the conference begins, the 
elements, chemical and otherwise, 
of which the assembled humans are 
composed begin to work. Things 
start happening. Differences of 
opinion bubble to the surface. The 
conference comes alive. The group 
becomes dynamic and _ productive. 
Tolerance, diplomacy, the civilized 
approach, may be rendered hors de 
combat in the center of the table. 
Yet the results of all the friction and 
difference can be—and often are— 
smooth brows, smiles, and mutual 
congratulations all around for suc- 
cessfully having thought and talked 
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through the wilderness to the happy 
clearing beyond. It is a curious fact 
about conferences that often no 
formal solution for a _ problem 
emerges. The answer to the problem 
at hand simply becomes fixed in the 
minds of all as the best, indeed the 
only answer. Perhaps it isn’t surpris- 
ing that this answer is quite often 


tinged with wisdom and foresight. 
The conference may not be the 
easiest way of doing business. But, 
so far, it’s one of the best ways we 
know. 


= WE (Western Electric 

Company, Inc., New York, N.Y.), 
March-April, 1957, 

p. 10:4. 


College Recruiting—What Are 
Graduates Looking For? 


ALTHOUGH MONEY STILL TALKS, college recruiters are finding that most 
students decide their employment futures on the basis of other factors 
besides salary offered, judging from a recent study of 1955 and 1956 
business school graduates conducted by the University of Michigan 
Placement Office. ‘The following factors—listed in order of importance— 
are those that weighed most heavily in the minds of the students: 

1. Personal interest and sincerity shown by company representatives 
and executives. The student wants to feel that he is wanted and needed 
by the company, and the warmth and sincerity of its representatives can- 
not help but influence his decision. An unfavorable impression at this 
point will usually dampen the student’s enthusiasm for the company. 
Moreover, it can hinder the company’s future recruiting success at the 
school; the campus grapevine is deep-rooted and long-lasting. 

2. Opportunities for promotion. The graduate knows that promotions 
will be based on merit and ability, but he wants accurate information on 
company plans, expansion programs, and when, how, and where success- 
ful young men have gone and can go with the company. 

3. Type of work. To a student with fixed career ideas, this is of major 
importance. Students have a tremendous thirst for specific information 


regarding the type and kind of work. 


4. Salary. The dollar sign is still important. 

5. Geographical location. Especially to married students, this is fre- 
quently an important factor. Some students may want to work in far-off, 
romantic places; others prefer not to stray far from their home field. 

6. The industry and its reputation. Some students have specific in- 
dustries (or companies) in mind, and, unless other factors are consider- 
ably more attractive, they will only accept offers from the industry they 


favor. 


—Robert B. Vodac in Michigan Business Review Vol. 9, No. 1 
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Selling Distributor Salesmen on Your Product 


IF YOUR COMPANY’S PRODUCT is sold 
through distributors, the amount of 
effort put behind it by the distributor 
salesman is vitally important. What 
can you do to get him “working for 
you”? 

In tackling this problem, keep in 
mind that the distributor salesman is 
actually independent of your com- 
pany. His interest in your product is 
necessarily limited, because it’s prob- 
ably just one of many thousand items 
his employer carries in stock. 

A major difference between your 
salesman and the distributor sales- 
man is that the latter does less crea- 
tive selling, because he cannot be an 
expert in every line he handles. How- 
ever, distributor salesmen do tend to 
have favorites. And they have the 
opportunity to give your product first 
mention in a good many cases— 
when the customer does not specify 
brand, for example, and when prices 
of competing products are the same. 
He may tell the customer about your 
new product or call his attention to 
a recent improvement. He may ex- 
plain why your line has it all over 
your competitor’s. 

But how can you get him to do 
this kind of selling job for your 
product? Obviously, by convincing 
him that it is in his self-interest to 
push your products. Because the dis- 
tributor salesman’s success is based 
on customer satisfaction, he is in- 
terested, of course, in the customer 
benefits of the products he sells. But 
there are often direct rewards for 
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him which the manufacturer has 
failed to point out or is not aware 
of himself. 

An example of this is the case of 
some distributor salesmen who were 
doing an outstanding job of selling 
one manufacturer’s equipment to 
auto repair shops. The manufacturer 
learned that the salesmen were moti- 
vated by the fact that this equipment 
enabled the garages to handle a much 
larger volume of repair work and 
perform engine rebuilding jobs that 
they could not handle before. As a 
result, they increased their pur- 
chases of pins, piston rings, and other 
parts carried by the salesmen. Thus 
the sale of this equipment, which 
carried only a modest commission, 
helped these salesmen to build up 
their customers’ purchasing volume. 
The manufacturer of the equipment 
used these facts in an effective direct 
mail campaign designed to increase 
the incentive of distributor salesmen 
handling its products. 

However, most advertising and 
sales promotion directed at the dis- 
tributor puts entirely too much em- 
phasis on customer benefits and not 
enough on salesman benefits. A re- 
cent analysis of a typical issue of a 
distributor publication showed that 
only 31 per cent of the manufac- 
turers’ advertisements mentioned any 
distributor benefit at all. And of 
these, only 1 per cent mentioned a 
direct incentive for distributor sales- 
men. 

There are a number of ways in 
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which you can provide the distribu- 
tor salesman with both the incentive 
and the information he needs to do 
an effective job of selling your prod- 
uct. Basic, of course, is your product 
catalog. Many distributor salesmen 
feel that most manufacturers’ cata- 
logs are poorly arranged, making it 
difficult to locate needed material in 
a hurry. In addition, salesmen com- 
plain, the loose-leaf bindings used 
in many catalogs don’t stand up un- 
der constant usage. 

Attractively packaged samples can 
be particularly effective in stimulat- 
ing the distributor salesman to men- 
tion your product to his customers. 
It is a mistake, however, simply to 
deliver the samples to the salesman 
without accompanying information 
on how to present them and how to 
answer questions about application, 





characteristics, and comparisons with 
competitive products. 

The help that your own field 
man gives to the distributor salesman 
is perhaps the most important factor 
in boosting your distributor profits. 
Make sure that your field men have 
a cooperative relationship with the 
distributor salesmen, as well as a 
thorough knowledge of the product 
line. 

Sales meetings and training cours- 
es at the factory are also important 
aids. If your own salesmen are doing 
the teaching, pick the ones who are 
capable of seeing the distributor 
salesman’s point of view and of un- 
derstanding the fundamental differ- 
ence between his sales function and 
their own. 


a Ernst Wachsmuth, SALES MANAGE- 
MENT, April 19, 1957, p. 58:4. 


Today’s Industrial Relations Executive: 
A Profile 


PERHAPS THE FASTEST growing 
management job in the past ten years 
—in terms of importance and scope 
—has been that of the industrial rela- 
tions executive. A recent Industrial 
Relations News survey has come up 
with an interesting picture of the 
typical industrial relations executive's 
background, his expanding role on 
the management team, and the major 
problems he faces now and expects 
to face in the future. 

Judging from the survey, indus- 
trial relations men are a highly edu- 
cated group; nine out of ten respond- 
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ents hold a college degree, and one 
out of three holds an advanced de- 
gree. Many respondents are supple- 
menting their education with further 
training, both inside and outside the 
company. 

Only 15 per cent of the men sur- 
veyed entered the industrial relations 
field directly from college. One-quar- 
ter of the respondents were in the 
production field before they moved 
into industrial relations, while the 
remainder came from a variety of 
other fields. Although the respond- 
ents were fairly evenly divided be- 
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tween those who had held other jobs 
in their companies before joining the 
industrial relations department (45 
per cent) and those who were hired 
directly for that department (55 per 
cent), the survey indicates a grow- 
ing trend toward moving men into 
industrial relations jobs from other 
positions inside the company: Only 
41 per cent of those with more than 
five years’ experience had held an- 
other job in their company prior to 
entering industrial relations work, 
while among those with less than five 
years’ experience the figure is 62 per 
cent. 

A clear indication of the expanded 
scope of the industrial relations func- 
tion is provided by a look at the 
various management positions which 
come under the industrial relations 
executive’s jurisdiction. Almost 38 
per cent of the respondents listed the 
employment manager; 36 per cent 
listed the personnel director; 34 per 
cent listed the safety director; 28 per 
cent listed the medical supervisor; 23 
per cent listed the training director; 
and 21 per cent listed the employee 
benefits manager. Other titles listed 
were cafeteria manager, payroll su- 
pervisor, suggestion systems manager, 
and management development direc- 
tor. A little over half (54 per cent) 
of the respondents reported that their 
staff has increased in the past five 
years; 33 per cent said their staff 
has remained the same; and 13 per 
cent said their staff has decreased. 

According to the survey, most in- 
dustrial relations executives work 
closely with top management. About 
32 per cent of the respondents report 
directly to the president; 22 per cent 
report to a vice president; 8 per cent 
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report to the treasurer; and 5 per 
cent report to the general works 
manager. The remainder report to 
management committees, boards of 
directors, division and branch man- 
agers, etc. 

How does the industrial relations 
function fit into the organizational 
structure of most companies? The 
survey revealed a wide divergence of 
opinion on this point: 23 per cent 
see industrial relations mainly as a 
staff function; 16 per cent described 
it as chiefly a line function; 38 per 
cent see it as a top-level job; while 
6 per cent feel that industrial rela- 
tions is a mediator function. The re- 
mainder of the replies suggested 
various combinations of these func- 
tions, with a combination of staff 
function and top-level function being 
cited most often. 

Respondents were also asked what 
top management’s attitude was 
toward the industrial relations func- 
tion. More than half (54 per cent) 
feel that top management considers 
the industrial relations department a 
definite asset which adds measurably 
to the company’s productivity and 
success. Another 29 per cent said 
that management considers industrial 
relations a useful department which 
pays its own way. However, 8 per 
cent feel that industrial relations is 
considered a necessary evil, and 4 
per cent feel that management looks 
upon it as a “fire department,” useful 
only in times of crisis. 

An almost unanimous majority of 
the respondents are satisfied that top 
management is cooperating with 
them in the areas of access to top 
management, development programs, 
and budget allocations. However, 26 
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per cent feel they are not kept well 
informed on company plans and 
policies. 

Most of the respondents (70 per 
cent) feel their salaries are com- 
parable with those in other depart- 
ments, but only 39 per cent feel 
industrial relations is ranked by 
management on a par with sales and 
production. 

Most of the respondents feel their 
biggest problems are internal rather 
than external. About 38 per cent said 
their most pressing problems involved 
employee relations: communications, 
turnover, morale, etc. Management 
development and supervisory training 
were listed by 35 per cent, while 10 
per cent listed both categories and 
only 12 per cent listed the external 
problems involved in dealing with 
unions. 





What single problem in industrial 
relations will be most important in 
the next five years? Communications 
—and related factors of employee 
attitudes and morale—was named 
by 27 per cent, collective bargaining 
by 25 per cent, executive and super- 
visory development by 24 per cent, 
automation by 13 per cent, and em- 
ployee development, training, and 
education by 11 per cent. 

The majority of respondents be- 
lieve that the industrial relations 
function will continue to grow in 
importance and value. One executive 
expressed it this way: “In an econo- 
my which is just discovering man- 
power as a capital asset, and with 
the increasing maturity of labor lead- 
ers, industrial relations will become a 
field on a par with sales and produc- 
tion.” 


Bright Outlook for Business Investment 


DURING THE NEXT FOUR YEARS, U.S. industry plans to maintain a high 
level of capital expenditures and to give an expanding role to research 


and new products. 


These are the key findings of the latest McGraw-Hill Survey of Busi- 
ness’ Plans for New Plants and Equipment. The companies which took 
part in the survey employ over 40 per cent of all industrial workers in 


the country. 


In 1957, the responding companies plan to spend 12 per cent more 
than in 1956 for new plants and equipment, while for 1958-60 they 
already have plans to spend at about the 1956 level. For research, they 
expect to increase expenditures 20 per cent in 1957 and hit still higher 
spending levels during 1958-60. New products not even made in 1956 
are expected to make up at least 10 per cent of total manufacturing 


sales by 1960. 


Plans call for a 6 per cent increase in manufacturing capacity for 


1957, the same as the 1956 increase. 


Annual increases of 5 per cent 


are planned for 1958-60. About 52 per cent of manufacturers’ capital 
expenditures will go for expansion in 1957, but only 47 per cent during 


the years 1958-60. 


—The Commercial and Financial Chronicle 5/2/57 
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New High For Corporate W orking Capital 


CURRENT ASSETS of American corporations increased twice as rapidly 
as did current liabilities last year, boosting net working capital to a 
new record, according to a recent Securities and Exchange Commission 
report. A sharp rise in receivables and in inventories accounted for 
most of the increase in current assets. 

Despite the rise in working capital, corporate liquidity, while im- 
proved slightly in the fourth quarter of 1956, was considerably below 
that of 1955. At the end of 1956. cash and government securities held 
by corporations amounted to 47 per cent of current liabilities, com- 
pared with a ratio of 54 per cent a year earlier. 

During 1956, trade notes and accounts receivable increased $6.8 
billion to a total of $84.1 billion, with manufacturing industries con- 
tributing about half of this increase. Corporate inventories rose by $7.3 
billion to a total of $76.4 billion, with $6.5 billion of the rise accounted 
for by manufacturing firms. The increase in inventories, the report 
noted, slowed down during the last half of 1956, when the gain was 
$2.5 billion, compared with a gain of $4.7 billion in the first half of 
the year. 

On the liability side of corporate balance sheets, federal tax liabilities 
amounted to $16.6 billion, which was $1.5 billion less than at the end 
of 1955. The stepped-up rate of corporations’ tax payments is believed 
responsible for this decrease. 

—The Journal of Commerce 4/22/57 

















“Read that back, Miss Grimes . . . Miss Grimes!"’ 











—The Office 2/57 
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Company Practices in Running 
Suggestion Systems 


IN ADDITION TO stimulating cost-sav- 
ing ideas, a properly managed sugges- 
tion system can substantially improve 
employee relations by providing work- 
ers with a means of achieving 
recognition and prestige. This is the 
opinion of almost all of the 48 com- 
panies whose suggestion system prac- 
tices were surveyed recently by the 
Dartnell Corporation. Typically, one 
executive summed up the benefits of 
the suggestion system as an industrial 
relations tool in this way: “It creates 
an alert, thinking organization, in- 
spires a spirit of teamwork, and gives 
the employee a feeling of belonging.” 

The importance of backing up a 
suggestion system with efficient man- 
agement and all-out support was 
stressed by another executive, who 
commented: “The average plan suf- 
fers from management apathy, ex- 
cessive time in processing, alienation 
of supervisory and employee feelings, 
and high cost of administration.” 

Most of the companies surveyed 
(65 per cent) have committees that 
handle all details of the suggestion 
program. A suggestion manager runs 
the program in 12 per cent of the 
companies, the personnel manager in 
10 per cent, the plant manager in 
5 per cent, and the office manager or 
controller in 3 per cent. 

In most instances, companies en- 
courage all their employees to par- 
ticipate in the program. However, a 
number of firms limit eligibility to 
nonsupervisory personnel, while one 
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utility has ruled out suggestions from 
employees who can put them into 
operation themselves. One respond- 
ent observed, “There was a time 
when we limited eligibility to hourly 
workers, but our foremen and su- 
pervisors felt slighted. Now we get 
the benefit of everyone’s opinion.” 

Although award policies vary a 
good deal, the typical company in the 
survey bases its award on 10 per cent 
of the amount saved during the first 
year of the suggestion’s use. Mini- 
mum awards range from $5 to $10. 

Most of the companies use pre- 
pared suggestion blanks—some sim- 
ple, some very elaborate. The most 
widely used type is divided into three 
sections. The upper portion is used 
for the suggestion itself, while the 
lower portion is divided into two 
stubs, each with the same identifying 
number as appears on the upper half. 
One stub is retained by the sug- 
gestor; the other is held by the secre- 
tary of the suggestion committee. The 
suggestion itself is identified only 
by number when being investigated 
for possible use. This method serves 
to prevent any possible bias from 
entering into the final decision. 

In about 45 per cent of the com- 
panies surveyed, suggestions are 
acknowledged by form letter; in 20 
per cent acknowledgement is made 
in person by the suggestion manager 
or another company official. Sug- 
gestors are notified only by bulletin 
board postings in 15 per cent of the 
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companies and by both letter and 
personal visit in 10 per cent. Five 
per cent have no formal acknowledg- 
ment system. 

Among the companies surveyed, 
the most widely used method for 
promoting suggestion programs is 
personal contact between manage- 
ment and employees. Promotional 
material—such as posters, photo- 
graphs and cartoons—ranks next in 
popularity, followed by letters to em- 
ployees. In one midwest shoe com- 


pany, a letter is sent to the employee's 
family inviting them to participate. 

Not all the companies surveyed re- 
ported success with their suggestion 
programs. Five companies that started 
suggestion systems and then discon- 
tinued them gave a number of rea- 
sons for failure of the programs, in- 
cluding lack of interest by employees, 
lack of interest by management, 
poorly kept records, and resentment 
on the part of employees who did 
not win awards. 


Tips on Selecting a Management Consultant 


IF YOU ARE a manager with a prob- 
lem—and what manager doesn’t have 
problems—the chances are that at 
one time or another you will think of 
engaging a management consultant 
to help you with it. 

How can you be sure of getting the 
right consultant? Your first step 
should be to define your problem 
clearly. Take a long, hard look at 
why you think you need a manage- 
ment consultant and what you ex- 
pect the results to be at the end of 
the assignment. 

There are a variety of reasons for 
employing management consulting 
assistance: 

1. You may wish to have an ob- 
jective study of your problem made 
by a qualified expert. 

2. You may want fresh, original 
thinking done on your problem. 

3. You may want to introduce a 
technique or procedure that your 
own organization is not qualified to 


install. 
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4. You may want to develop the 
people in your organization through 
contact with an outside viewpoint. 

5. You may wish to augment your 
regular staff to handle a temporary 
overload of work without adding 
permanent employees. 

Having defined the problem that 
you want solved, your next question 
must. be—who can help me the 
most? 

There are several points on which 
you will have to make up your mind 
before you can select your consultant. 
Here are some of the more important 
ones: 

1. Do you want to employ a con- 
sulting firm or an individual consult- 
ant? Much good work has been done 
by individual consultants. At the 
same time, it is interesting to note 
that the consulting firm is cdming 
more and more to the fore. Manage- 
ment has become so complex that no 
one man can hope to be an expert 
on all its aspects. The firm, however, 


29 











can bring together a number of men 
competent in various fields. By ap- 
proaching the client’s problem as a 
group, they can often develop a more 
broadly based solution than can the 
individual consultant. 

2. Do you want to employ a large 
firm or a small one? The argument 
usually runs that a company will get 
more individual attention from the 
principals of a small firm than from 
those of a big one. This overlooks 
the fact that the ratio of consultants 
per principal is about the same in 
most reputable firms. The number of 
consultants a principal can direct is 
limited, so as the firm grows it is 
always necessary to add more prin- 
cipals. Thus, each assignment gets 
approximately the same amount of 
top-level attention in the large firm 
as in the small. In short, as long as 
a firm does good work it does not 
seem to matter how large it is. 

3. How about the new firm? The 
new firm offers certain advantages. 
It will work its heart out to do a 
good job and thus establish a reputa- 
tion. It may offer lower fees. But, 
of course, if you engage it you will 
be taking a calculated risk, since you 
will have little to guide you but 
your own confidence in the ability 
of the individuals who have formed 
the firm. 

4. Do you want a firm giving a 
broad service or a more specialized 
firm? Almost all good firms are grow- 
ing and expanding their services, 
partly from choice and partly be- 
cause their clients make them do so. 
The specialized firm tends to broaden 
the scope of its services as time goes 
on, and, since it continues to grow, 
who can say that this causes the 
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quality of its specialized services to 
suffer? 

5. Do you want a tested, stand- 
ardized solution to your problem or 
would you prefer a more creative 
approach? Some consulting firms are 
more creative than others—a factor 
that should influence your choice. If 
you want exactly what your com- 
petitors have, engage a consultant 
with long experience in your indus- 
try. But if you would like to try for 
something better in order to gain a 
competitive advantage, you should 
seek a consultant who has a reputa- 
tion for developing fresh approaches. 

6. What of the man who will be 
assigned to your work? Naturally, if 
you employ a consulting firm you 
should make sure a properly qualified 
man is assigned to you. However, 
this does not necessarily mean a man 
with many years of experience on the 
same type of problem. Management 
consultants enter the field primarily 
because they like to solve problems, 
and they find a new problem more 
challenging than one they have 
solved many times before. They will 
work harder and with a deeper in- 
terest on a new problem than on an 
old. In actuality, therefore, long ex- 
perience on a given type of work is 
a mixed blessing. 

7. How about cost? In the long 
run, the cost of consulting work is 
the least important factor in ultimate 
satisfaction. A manager won't be 
satisfied with a poor consulting job 
because it is cheap, and the cost of 
a good job is seldom questioned. 

In judging cost, the scope of the 
consultant’s approach should be con- 
sidered. For example, if you ask two 
consultants to submit proposals for 
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be Profits Up in ’56—But Not for Everybody 

if 


TOTAL NET PROFIT for 3,485 corporations in 1956 was 4 per cent higher - 

than in 1955, according to a tabulation by the First National City 
ed Bank of New York. Taken by industry, the biggest profit gain was 
registered by coal mining: the collective profit after taxes of 22 coal- 


an mining companies was 84 per cent higher than in 1955. The second 
he largest gain was made by 18 companies in the construction field, with 
nt net profits after taxes up 52 per cent. They were followed by 11 
ily shipping companies, up 44 per cent; 168 machinery companies, up 38 
ns, per cent, and 22 drug and medicine firms, up 30 per cent. 
ai However, all industries did not share in this prosperity. The 62 fire 
a and casualty insurance companies included in the tabulation made 54 
7 per cent less than in 1955, while 13 auto and truck companies reported 
vil an aggregate decline in profits of 36 per cent. 
u Other groups suffering declines were 57 auto parts companies, down 
an 8 per cent; 16 glass products companies, down 7 per cent; 22 amuse- 
ex- ment concerns, down 6 per cent; 24 brewing companies, down 5 per 
: is cent; 116 Class 1 railroads, down 4 per cent; 68 chemical products, 
10 agricultural implements, and 96 electrical equipment, radio, and 
ong television companies, down 3 per cent; 10 distilling companies, down 
. ts 2 per cent; and 19 furniture and wood products companies, down 1 
et per cent. No group of corporations showed a net loss. 
bi Among those groups achieving a much better than average gain last 
; year were 27 food chains, up 27 per cent; 27 wholesale and miscell- 
job aneous trading companies, up 27 per cent, and 23 sugar companies, up 
t of 24 per cent. 

The total profit after taxes of the 3,485 corporations was 
the $19,169,000,000, compared with $18,506,000,000 in 1955. This 
con- represents an average profit margin of 6.3 per cent of sales. 
two —Elmer Roessner in Business Today 
for (McClure Newspaper Syndicate) 4/9/57 
EW JULY, 1957 
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EvEN COMPANIES not accustomed to 
long-range personnel planning are 
now becoming aware that office work- 
ers present problems just as pressing 
as production workers’ unionization, 
supervisory improvement, and the 
development of future executives. 
There are a number of reasons for 
this new awareness, some of the fore- 
most being: 

1. The shortage of many cate- 
gories of office workers, with all this 
involves in the way of recruitment 
and training. 

2. The depersonalization of rela- 
tions between white-collar workers 
and management, caused by the big 
increase in the number of such em- 
ployees working in single units. Un- 
like some factory operations, office 
jobs often cannot be standardized and 
measured in a way that permits the 
establishment of accepted output 
levels. Under such circumstances, it 
is especially important to maintain a 
personal relationship that will foster 
feelings of mutual interest and par- 
ticipation among employees, thus pro- 
viding an incentive based on attitudes 
rather than targets. 

3. The fear of white-collar work- 
ers that development of automation 
in paperwork processes will create a 
countertrend toward smaller office 
forces. 

4. The “wage squeeze” growing 
out of the fact that the tight. labor 
market is boosting starting salaries 
of secretaries and professional per- 
sonnel uncomfortably close to what 
have been in the past—and in some 
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cases still are—the going rates for 
experienced employees. 

5. Narrowing of the gap (some 
say it has been eliminated) between 
the privileges and fringe benefits en- 
joyed by white-collar workers and 
those accruing to production em- 
ployees. 

6. A growing realization that pro- 
grams in better human relations, com- 
munication, and participation, usually 
designed to integrate production 
workers’ attitudes with company aims, 
have at least as important a role in 
the office and, in fact, promise even 
greater company benefits. 

The unions have been moving in 
many ways to improve their organiz- 
ing efforts among employees, with 
whom they have had only moderate 
success at best in former years. But 
there are plenty of reasons, aside 
from any possibility of unionization, 
why management has begun to be 
concerned about white-collar workers. 
For example, from 1947 to late in 
1956, employment of production 
workers in manufacturing industries 
increased only 5 per cent, while non- 
production employees—chiefly white- 
collar workers—rose 52 per cent, 
according to figures drawn from gov- 
ernment sources. Furthermore, there 
has been a tendency to neglect white- 
collar employees. In general, the 
office personnel are the last group in 
business and industry to get cultiva- 
tion by top management. 

There are notable exceptions, of 
course. One large chemical concern, 
with units in many parts of the 
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country, has been working since about 
the end of World War II, without 
gadgetry or gimmicks, to build more 
satisfaction into office jobs. 

The means the company uses to 
achieve this aim, according to its vice 
president in charge of industrial rela- 
tions, are an adequate salary admin- 
istration program; maintenance of an 
environment in which the worker 
feels he is part of a team and is con- 
sidered as an individual by his super- 
visors; constant effort to build jobs 
and develop people for advancement; 
use of a variety of communications 
channels to encourage people to 
identify themselves more closely with 
the company; and, above all, super- 
visory training and development, 
since it is primarily through better 
supervision that the other means are 
put to use. 

Prerequisite to any other effort, 
the vice president emphasizes, is a 
good salary administration plan, with 
job descriptions and rates checked 
against those being used by other 
employers. 

“It is also important,” he says, “to 
expose the employees to opportuni- 
ties to improve themselves. They 
need to have an objective towards 
which they are heading. We try to 
develop everyone and bring them 
along for possible future promotion. 
Our key people are imbued with the 
necessity of developing successors. 
This not only encourages the office 
employees, but it also makes it pos- 
sible for the supervisor to be moved 
up, and it gives the company com- 
petent people to choose from.” 

In the area of communications, 
two of this company’s activities are 
worth noting. Through supervisory 
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training, it encourages the holding of 
small group discussions on the imme- 
diate problems of the employees in- 
volved. It finds that these meetings 
increase the employee’s interest in his 
work; they are one of the ways of 
granting more responsibility at lower 
levels in the organization chart and 
of giving the employee more personal 
satisfaction from his job. 

Another kind of activity that this 
chemical company has found useful 
in encouraging identification with 
the enterprise is employee participa- 
tion in industry-wide promotion cam- 
paigns. Employees are encouraged to 
carry the industry’s story to their 
social organizations and to spread it 
among their friends and neighbors. 
Annually, more and more white- 
collar workers participate, and in sell- 
ing others on the value of the indus- 
try and its companies, they convince 
themselves, too. 

Although discipline in the office 
has undoubtedly been relaxed in the 
recent years of clerical-worker short- 
age, there appears to be no great con- 
cern about this fact among top 
personnel men. In fact, “excessively 
strict discipline is a killer,” says the 
employee relations director of a New 
York headquarters office. “There is 
less emphasis on discipline because 
that is the flavor of the times.” 

With workers brought'up by new 
methods emphasizing the value of the 
individual, employers must adjust 
personnel policies to the new kind of 
men and women. And they seem to 
be doing so. 


= Alfred G. Larke. Dun’s REVIEW 
AND MopERN INDUSTRY, 

April, 1957, 

p. 41:5. 
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Ir 1s opvious that human relations 
is very much the fashion in business 
thinking today. As with any kind of 
fashion, it can be carried to the point 
where people accept it without ques- 
tioning — and certainly this can be 
dangerous when we are dealing with 
such an important segment of man’s 
activity. 

The trouble is not with the solid 
substance of much that is included in 
the phrase “human relations,” but 
rather with its “cult” or “fad” aspects, 
which are assuming so much promi- 
nence. The idea of combining skill 
with human relations is an essentially 
disturbing concept; the very phrase, 
“human relations skill,” has a cold- 
blooded connotation of proficiency, 
technical expertness, calculated effect. 

This does not mean that there isn’t 
a need for spreading greater aware- 
ness of the human relations point of 
view among businessmen. It does 
mean that some very real dangers 
exist in the current approach to the 
problem. 

Too much emphasis on human re- 
lations encourages people to feel sorry 
for themselves, makes it easier for 
them to slough off responsibility, to 
find excuses for failure, to act like 
children. When somebody falls down 
on a job we are too prone to look into 
his psychological background for fac- 
tors that may be used as excuses. 

Concentrating on trying to keep 
everybody happy results in conformity 
and in failure to build individuals. 
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Human Relations Training: 
Too Much and Too Soon?P 





It has become the fashion to decry 
friction, but friction has its uses; 
without it there are no sparks, but 
rather a surfeit of harmony that can 
easily lead to a deadly mediocrity. 
Dealing with people is eminently im- 
portant in the day’s work of the busi- 
ness executive, of course, but so are 
the processes of analysis, judgment, 
and decision-making. An executive’s 
ability to see, to understand, to learn, 
and to act comprises much more than 
skill in human relations. 

Consciously trying to practice hu- 
man relations is like consciously trying 
to be a gentleman: If you have to 
think about it, insincerity creeps in 
and personal integrity moves out. 
With some, this leads to the cynical 
point of view which students in Ad- 
ministrative Practices courses have de- 
scribed by coining the verb “ad prac,” 
meaning “to manipulate people for 
one’s own ends.” 

Less deliberate, but perhaps even 
more dangerous, is the development 
of a yen for managing other people’s 
lives, always, of course, with the most 
excellent intentions. In the same di- 
rection, the conscious practice of hu- 
man relations leads to amateur psy- 
chiatry and to unwarranted invasions 
of individual privacy. 

These are some of the disturbing 
consequences of turning human rela- 
tions into a pseudoscience—with a 
special vocabulary and special prac- 
titioners. Once you throw yourself 
into trying to “listen,” to “gain in- 


THE MANAGEMENT REVIEW 














tuitive familiarity,” to “think in terms 
of mutually independent relation- 
ships,” and so on, you can easily for- 
get that there is more to business— 
and life—than running around ply- 
ing human relations “skill’.to plumb 
the hidden thoughts of everybody 
with whom you come in contact. 

Take, for example, the technique 
of “listening.” The basic importance 
of the ability to listen is not to be 
gainsaid; neither is it to be denied 
that people do not always reveal their 
inward feelings in words. But in their 
eagerness to make a science of human 
relations, some of the enthusiasts have 
worked up such standard conversa- 
tional gambits as “This is what I think 
I hear you saying,” or “As I listen, 
this is what I think you mean.” 

There are times when these re- 
marks may gain the human relations 
practitioner a punch in the nose. 
Sometimes people damn well mean 
what they are saying, and will rightly 
regard anything less than a man-to- 
man recognition of that fact as de- 
rogatory to their dignity. 

From the educational standpoint, 
perhaps the first question is: “Can 
human ~elations be taught at all?” 
There is no doubt that something can 
be learned about human relations, 
but teaching it as independent subject 
matter defeats the purpose. Good hu- 
man relations simply does not lend 
itself to anatomical dissection. Suc- 
cess in human relations is not the re- 
sult of formal courses in the subject, 
but is a composite product of breed- 


ing, home, church, education, and 
experience generally. 

Hence, it is a mistake to seek to 
do more than develop an awareness of 
human relations in the student, pref- 
erably as an integral part of other 
problems. This does not mean, of 
course, that the results of research in 
human behavior should not be utilized 
in the teaching of business adminis- 
tration. 

Perhaps the main trouble with the 
teaching of human relations is that 
it’s done too soon. Like certain other 
managerial skills, the handling of hu- 
man relations is best taught in later 
years, after men have gained consider- 
able experience in business activities. 
Human relations skill is not a sub- 
stitute for administrative leadership, 
and there is danger in leading young 
men to think that business adminis- 
tration consists primarily of a battery 
of experts in operations research, 
mathematics, theory of games, and so 
on, equipped with a Univac and pre- 
sided over by a smart human relations 
man. 

To sum up: It is not that the hu- 
man relations concept is wrong; it is 
simply that we have blown it up too 
big and have placed too much em- 
phasis on teaching human relations 
as such at the collegiate and early 
graduate levels. 

Let’s treat people like people, but 
let’s not make a big production of it. 

a Malcolm P. McNair. 


Harvarp Business REVIEW, 
March-April, 1957, p. 15:10. 





MORE THAN 20,000 private retirement plans covering 12.5 million people 
now operate in the U.S., according to the National Planning Association. 
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Stockholder’s Guide to Financial Gobbledegook 


AN ANONYMOUS MEMBER of the financial fraternity has compiled a 
glossary to help baffled stockholders decipher some of the masterpieces 
of ambiguity which confront them in company annual reports they read. 
Here are a few samples: 


“As a temporary measure and in order to increase your company’s 
working capital, it has been decided to reduce the dividend this year.” 

Translation: Earnings are down. 

“Further substantial reductions in operating expenses have been made 
in recent months, despite the intensification of our sales and research 
activities.” 

Translation: There have been several layoffs. 

“While it is true that synthetic discoveries may in the future affect 
our sales, your management feels that it is fully prepared and equipped 
to face these problems realistically and with confidence as to the outcome.” 

Translation: Our competition is way ahead of us. 

“Although the backlog of orders is smaller than last year, this decrease 
is reflected in the elimination of our government contract, which we feel 
will lessen our dependency on the whims of congressional appropriations.” 

Translation: Our lobbyist failed to get the business. 

“Since its listing on the stock exchange, your company has noted with 
pride public interest as evidenced by a growing volume of its common 
stock shares.” 

Translation: The directors are selling out. 


—Ed Kandlik in the Chicago Daily News 3/5/57 


Executives and Tranquilizers 


A NATIONWIDE SURVEY on the use of tranquilizers among executives . 
has just been made by the Research Institute of America. Replies from | 
about 7,000 executives in as many companies show that 30 per cent 
have used tranquilizers at some period, and that about 15 per cent 
were taking them at the time of the survey. Over half the users had ; 
taken the pills for more than four months. 
Of those who have used the tranquilizers at one time or another, 72 
per cent report that the over-all effect on their job was “good,” 20 per , 
cent describe the effects as “none” or “little,” and only 8 per cent say ‘ 
“poor.” Many executives also like the effects of the tranquilizers on 1 
themselyes. They say the drugs make them feel relaxed, ease pressure, ( 
help sleep, and improve personal relations. ] 
Only 5 per cent of the users report disagreeable effects, but 50 per P 
cent finally gave the tranquilizers up for one reason or another—44 per t 
cent of them because the original need had disappeared. ; 
—Fortune 5/57 
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Do We Want a Shorter Work Week? 


SOFTNESS in a few sectors of the 
economy and misgivings about how 
long we can maintain high-level em- 
ployment have lately intensified dis- 
cussion of the shorter work week. 

Is the shorter work week feasible? 
The answer is yes. But feasibility is 
not the real issue. The basic problem 
is whether we desire to convert our 
gains in productivity into more leisure 
or whether we want to convert them 
into more income. Do we want to 
pay the price for a shorter work 
week? 

‘In looking at the economics of the 
shorter work week, it can be stated 
first that productivity would not be 
materially altered by a reduction in 
the standard 40-hour week. Nor is 
health a factor for consideration. Ac- 
tually, the advocates of the shorter 
work week are not building their case 
on either of these premises. Rather, 
they maintain that a shorter week is 
essential to prevent unemployment. 

It is obvious that jobs can be pro- 
vided for the unemployed if employed 
workers are willing to take reduced 
pay along with reduced hours. But 
a program of shorter hours is un- 
acceptable to labor unless it is accom- 
panied by compensatory wage adjust- 
ments, and a decrease in the work 
week without a reduction in workers’ 
earnings would result in substantial 
wage increases and require tremen- 
dous adjustments in many companies. 
Even if labor is plentiful, the creation 
of, for instance, two six-hour shifts 
to replace one eight-hour shift could 
result in a scarcity of skilled labor; 
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or if the output of a company with 
one eight-hour shift were sufficient 
to meet the demand for its product, 
two six-hour shifts could mean not 
only shorter hours per shift, but less 
work per year. In addition, of course, 
it would attach to an industry a 
larger labor supply than required. 

But there are circumstances in 
which the addition of another shift 
can lead to increased employment. 
The substitution of two six-hour 
shifts for a previous eight-hour day, 
or perhaps for a longer day including 
some employment at overtime, would 
tend to reduce capital costs per unit 
by allowing management to work cap- 
ital longer while labor works shorter 
hours. The resulting decrease in total 
unit costs could offset the increase in 
unit labor costs caused by a shorter 
work week combined with compensa- 
tory wage increases, so that profits 
may be unimpaired. 

However, if an increase in the 
number of shifts does increase em- 
ployment, it will do so only after a 
series of highly complicated long-run 
influences are set in motion. Marginal 
costs will be raised by the reduction 
in hours combined with increases in 
hourly rates. Some plants may be 
forced out of business, while other 
plants in which the proportion of 
labor costs is relatively low and over- 
head costs relatively high will find 
their profits increased by the change- 
over to additional shifts. 

A program of shorter hours with 
undiminished take-home pay would 
increase the demand for recreational 
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goods and other consumer goods. 
But in terms of costs, nondurable 
consumer goods industries would be 
hardest hit by the combination of 
shorter hours and increased wage 
rates, while the capital goods indus- 
tries, having a higher ratio of capital 
costs to wage costs, would be the 
ones to benefit most from the addi- 
tion of extra shifts. 

This combination of altered cost 
and demand positions would ulti- 
mately produce some readjustment in 
the disposition of the total labor force 
among the various industries in the 
economy. If wage disbursements in- 
crease initially as a result of the 
shorter hours of work with compensa- 
tory wage rate increases, a larger 
proportion of the national income 
would probably be spent on nondur- 
able consumer goods. Therefore, ex- 
cept to the extent that the demand 
for additional labor-saving equipment 
to offset higher labor costs would in- 
crease, total investment in the econ- 
omy could well decline and adversely 
affect employment instead of spread- 
ing the work. 

There are two examples available 
of what actually happens when a 
company goes from a standard eight- 
hour day to a reduced-hours program. 

At the Kellogg Company, four 
six-hour shifts were substituted for 
three eight-hour ones in 1930. This 
schedule still prevails at the com- 
pany’s Battle Creek plant, although 
its other plants are on a_ normal 
eight-hour day, 40-hour week. 

As a depression palliative, the six- 
hour day proved beneficial to work- 
ers and the company. But, as experi- 
ence with this work schedule accum- 
ulated, certain weaknesses became 
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evident. The company’s plants op- 
erate around the clock, and its opera- 
tions are largely machine paced, so 
the short shifts provide little oppor- 
tunity to reduce overhead costs. 
Despite the relatively high hourly 
rates of pay, the 30-hour week has 
meant that employees receive lower 
pay than that of workers in similar 
industries. To date, however, a 
majority of the employees apparently 
prefer the six-hour day and have 
rejected suggestions for a return to 
the longer schedules prevailing in 
other firms in the industry. 

The rubber tire industry in the 
Akron, Ohio, area also converted to 
the four-shift, six-hour day in 1930. 
This industry remained on a six-day 
week. The reactions of rubber com- 
panies to the six-hour day were 
varied. Some reported hourly pro- 
ductivity increases of from 5 to 12 
per cent. Some of the larger com- 
panies, however, expressed disap- 
pointment at the results of the six- 
hour experiment. Moreover, in those 
cases in which productivity increases 
were reported, new equipment and 
methods were frequenfly introduced 
at the same time as the six-hour day. 
It was, therefore, not possible to de- 
termine the extent to which increased 
productivity resulted from increased 
labor efficiency and the extent to 
which other factors, such as new 
machinery or improved managerial 
organization, were responsible. 

During World War II, the rubber 
industry returned to an eight-hour 
day, six-day week, but at the termina- 
tion of hostilities the six-hour day, 
six-day week was resumed in the 
Akron area. One rubber company, 
approximately half of whose em- 
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ployees are on the six-hour day, 
stated: “We cannot now find any 
evidence of increased man-hour effi- 
ciency of a six-hour versus eight-hour 
day.” 

Another significant result of the 
six-hour day in Akron is the tendency 
of workers to take extra jobs in off 
periods to supplement their incomes. 
To the extent that such multiple 
employment exists, the six-hour day 
can have no beneficial effects on 
efficiency or employment, unless 
there is an extreme shortage of labor. 

In 1956, the leaders of the United 
Rubber Workers made a determined 
attempt to eliminate the six-hour day 
and go back to the 40-hour week. 
The attempt failed because the Akron 


workers did not want to give up the 
extra income gained from holding 
two jobs and working many hours 
over 40 per week. 

Both economic analysis and prac- 
tical experience seem, therefore, to 
indicate that the shorter work week 
is primarily a depression palliative. 
Like everything else, leisure has its 
costs. And every experience since the 
inauguration of the 40-hour week 
points to the fact that, by and large, 
when given a choice, workers prefer 
more income to more leisure. 


a From an address by Herbert R. 
Northrup (Vice President, Penn- 
Texas Corp.) before the 373rd 
meeting of the National Industrial 
Conference Board. 


Insurance for Employees on the Move 


MoRE AND MORE companies are 
providing their employees with a 
special kind of insurance to protect 
them in the event of death or injury 
during ‘business travel. Travel acci- 
dent insurance, which is usually 
carried in addition to the company’s 
regular group insurance benefits, is 
provided by more than half the re- 
spondents in two recent surveys by 
national business associations. 

What are the reasons for adopting 
such insurance, and what are some 
of the possible variations in benefits, 
coverage, and costs? Motives for 
purchasing travel accident insurance 
usually include one or more of these: 

1, The company feels a personal 
and moral responsibility when an 
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employee is killed or injured while 
traveling on company business. 

2. Management believes that all 
or some company traveling is over 
and above the normal duties of em- 
ployment. 

3. The company wants to coun- 
teract employee reluctance to accept 
traveling assignments, particularly 
when they are extended or especially 
hazardous. 

4. Many companies are already 
subsidizing, primarily through ex- 
pense accounts, certain types of 
travel insurance, such as individual 
air-trip policies and personal cover- 
age on rented cars. Some feel it 
would be more equitable and eco- 
nomical to provide such protection 
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on a uniform group-coverage basis. 

5. Travel insurance can be an 
additional and attractive feature of 
the employee benefit package, yet it 
does not involve serious cost im- 
plications. 

6. A company may use such a 
plan as an added form of executive 
compensation or extra recognition for 
key employees. 

Travel insurance coverage can be 
applied to any employee the company 
wishes to designate. It can range 
from a very restrictive policy cover- 
ing a few named employees to a 
policy that covers all employees. In 
between these extremes there are 
many variations. Some companies 
restrict the coverage to officers and 
directors, while others cover one or 
more of the following general clas- 
sifications: key employees, office 
managers and supervisors, depart- 
ment heads, salesmen, all salaried 
employees, all exempt employees, 
etc. Still other companies restrict 
eligibility to employees earning a 
specified minimum salary or who 
travel more than a set number of 
miles per year—e.g., 10,000. Many 
companies cover only the employees 
who are exposed to extra-hazardous 
travel. 

Travel accident policies always 
provide the first of the following 
three types of benefits, and may in- 
clude one or both of the others: 

1. Death benefits. These usually 
provide a generous amount of extra 
life insurance for a covered em- 
ployee’s beneficiary if he is killed 
while traveling for the company. The 
face amounts may _ range 
$10,000 to $100,000 or even 


higher, and are usually allocated ac- 








from - 


cording to job rank. In some cases 
they are related to earnings—e.g., 
five times annual salary. 

2. Income during disability. This 
insures partial salary continuation 
while the employee is disabled. The 
amount paid is based on the em- 
ployee’s earnings. Most travel acci- 
dent plans limit benefits to a maxi- 
mum of 52 consecutive weeks of 


disability income, with a weekly 
maximum ranging from $250 to 
$350. 

3. Blanket medical reimburse- 


ment. This provision usually pays all 
medical bills—up to a maximum 
amount—for injuries which come 
under the plan’s coverage. Under 
most travel accident plans, the maxi- 
mum amount of medical reimburse- 
ment is the same for all employees, 
even though other benefit limits may 
vary. The maximum amount is usu- 
ally somewhere between $1,000 and 
$20;000 per person. 

“Twenty-four hour coverage” is 
perhaps the most commonly provided 
type of travel accident insurance. 
This comprehensive-type policy 
covers all accidents that occur from 
the time an employee leaves on a 
business trip until he returns. It 
applies not only to actual travel, but 
to all stops along the way. 

Some companies limit travel in- 
surance to airplane trips. This policy 
customarily covers employees travel- 
ing on either scheduled or non- 
scheduled airlines, and _ includes 
closely related accidents, such as 
those incurred while boarding or 
leaving a plane. Coverage can be ex- 
tended to travel in company-owned 
or other private planes for a small 
additional premium. 
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Another type of policy covers em- 
ployees while they are traveling in 
any public conveyance: train, bus, 
ship, taxicab, airplane, etc. Trans- 
portation by any other means can be 
covered at a slightly higher premium. 


Usually travel accident insurance 
is good anywhere in the world, al- 
though rates are affected by the pro- 
portion of foreign traveling done by 
a company’s employees. 

Employer premiums for travel in- 
surance are tax-deductible. They are 


not considered income for the em- 
ployee, and benefits paid are to a 
large extent free from income tax 
(the exception being income pay- 
ments over a weekly rate of $100). 
Almost all travel accident plans are 
paid for entirely by the employer. 
In general, the costs are extremely 
low compared with those of other 
group benefits. 


a THE TPF&C LETTER 

(Towers, Perrin, Forster & Crosby, Inc., 
Three Penn Center, Philadelphia 2, 
Penna.), March, 1957, p. 1:2. 


How Consumers Will Spend in 1965 


CONSUMER EXPENDITURES, now $265 billion per year, are expected to 
total $400 in 1965. This estimate is based on national income statistics 
of the U.S. Department of Commerce, and assumes that business activity 


will continue at its present level. 


Although trends indicate that your industry’s sales will increase, its 
percentage of the national market may change. Here’s what department 
economists see in the future for some of the major industries: 

Food now takes less than 2 per cent more of the consumer dollar than 
it did 25 years ago (26.4 per cent in 1955). Food expenditures in 
1965 are expected to be 26.2 per cent, or $105 billion. 

Housing’s proportion of the consumer dollar, 12.1 per cent in 1955, 
is expected to reach 12.5 per cent, or $50 billion. 

Automobiles, equipment, and repair, 8.4 per cent of consumer ex- 
penditures in 1955, should rise in 1965 to 10 per cent ($40 billion) 
as two-car families increase in number. 

Household operation accounted for 7.6 per cent of consumer expendi- 
tures in 1955. In 1965, these expenditures should be $30 billion, or 


7.5 per cent. 


Clothing and shoes dropped from 11.9 per cent of total consumer 
expenditures in 1929 to 8.1 in 1955. This drop is expected to continue, 
with expenditures being $.3 per cent, or $25 billion, in 1965. 

Furniture, furnishings, and appliances have taken an almost con- 
stant portion of the consumer dollar during the past 25 years. In 1955 
they accounted for 5.7 per cent of the consumer dollar; in 1965, they 
are expected to take 5.5 per cent, or $22 billion. 

Recreation expenditures have also remained fairly constant: 5.5 per 
cent of total consumer expenditures in 1929; 5.1 per cent in 1955; and 
an expected 5 per cent ($20 billion) in 1965. 


—Fred D. Lindsey in Nation’s Business Vol. 44, No. 11 
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To PARAPHRASE the ballad of Davy 
Crockett, automation has become 
king of the social frontier. It has 
become the focal point for hopes 
and fears about the future, and it 
is bringing many challenging indus- 
trial and labor problems. 

The most important of these prob- 
lems are social. They are concerned 
with the impact of automation on 
people—what it means to the men 
and women now at work and to the 
young people who will take their 
places in the factories and offices of 
tomorrow and what it means to the 
way of life of our industrial society. 

The key area of social change stim- 
ulated by automation is employment. 
Everywhere, one finds two things: a 
positive emphasis on opportunity and 
a keen sensitivity to change, often 
translated more concretely into fear. 

The emphasis on opportunity is 
welcome, and indicative of the cli- 
mate in which automation will come 
to maturity. The sensitivity to change 
is equally significant. If fears about 
the future, especially job worries, are 
dismissed as “unreal” or “unimport- 
ant,” human resistance to change 
will be a major impediment to deriv- 
ing full social benefit from automa- 
tion. 

Will increasing productivity be 
converted into unemployment instead 
of into rising living standards? Will 
production outrun markets and give 
new force to strains that may lead to 
a depression spreading from one 
country to another? Finally, even if 
the economy stays buoyant and pur- 
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chasing power stays high, will mass 
production and mass leisure form 
the ingredients of a “good society”? 
Or will they make for a “bad society”? 

Such questions are not easy to 
answer. But several points can be 
emphasized. First, past technological 
progress has not reduced but has 
raised the over-all level of employ- 
ment. Fresh needs, demands and op- 
portunities have arisen everywhere. 
Secondly, the means for avoiding a 
depression are more varied and ef- 
fective than ever before. Thirdly, so 
far automation has not caused any 
large-scale displacement of workers 
in any country. 

Provided we have the foresight 
and sense to maintain employment 
and to facilitate a quick management 
and labor response to change, there 
is no reason to conclude that unem- 
ployment is an inevitable conse- 
quence of the technological progress 
represented by automation. 

The real problem is to adapt to 
changing opportunity. Increasing use 
of mechanical-electronic effort shifts 
the emphasis of human effort from 
production to planning, from work- 
shop to office, from assembly line to 
the control panel. Skills shift from 
manual dexterity and operations to 
planning, supervision and adminis- 
tration. There is a quickened demand 
for junior and senior technical and 
professional workers, for supervisory 
staff, for “white collar” as against 
“blue collar” personnel. 

What does this mean? Most impor- 
tant, a radical reorganization of edu- 
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cation and training, at all levels, for 
all ages. Much thinking has to be 
done about how to reorient present- 
day systems and methods to new 
needs—without exaggerating the 
scientific-technical bias to the detri- 
ment of other educational and social 
values. 

Many believe the end result will 
be to raise skill requirements in the 
labor force. This may well be. But 
it is a mistake to exaggerate, to con- 
jure up a general picture of workers 
running around with engineering 
degrees and white laboratory coats. 
It would be a pity to blow up tech- 
nical requirements of automated jobs 
to the point where people get 
frightened about their own capacity 
to fit into the future. 

Adjustment to changing employ- 
ment patterns is not easy. Some dis- 
placed workers are not able to fit 
into new openings. Some older and 
skilled workers find it hard to adjust 
to new methods. The danger of dis- 
crimination against minority groups 
may become more acute. 

Human tragedies are inevitable— 
today as in the past. But they must 
not be multiplied unnecessarily and 
they must not be ignored. Many of 
the problems can be solved, through 
labor-management __ cooperation, 
through employment and guidance 
services, through financial help. 

Automation, in widening the need 
for labor mobility, is likely to widen 


the need for financial resources to 
enable workers to respond to chang- 
ing opportunities. This means atten- 
tion to unemployment benefits, dis- 
missal pay, moving allowances, train- 
ing allowances, and other things 
susceptible of underwriting re-em- 
ployment rather than subsidizing un- 
employment. Clearly the aim is to 
reinforce enterprise with security 
where this is necessary to prevent 
hardship and where it contributes 
toward a prosperous economy. 

Employers bear the brunt of plan- 
ning and action. Trade unions have 
some share in promoting acceptance 
of change among the workers and a 
functional duty to protect their 
members’ interests. Automation im- 
poses a particular need for closer and 
more positive labor-management co- 
operation than has yet characterized 
industrial society anywhere. 

There is no universal plan which 
can provide a solution to the social 
problems of technological change, 
and it would be a wrong approach to 
look for one. What we need is an 
understanding of the problems, con- 
structive attitudes toward making the 
necessary adjustments, and coopera- 
tive relations between those—prin- 
cipally management and labor—in- 
troducing them. 


= David A. Morse 

(Director General of the 
International Labor Organization). 
THe New York TIMEs MAGAZINE, 
June 9, 1957, p. 15:3. 





NATIONWIDE EXPENDITURES for smoke control in 1956 were about $240 
million. This figure, which does not include government and civic re- 
search, is 20 per cent higher than the 1955 total. 
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LABOR UNIONS, having done a pretty 
thorough job of organizing employees 
of large corporations, are now turn- 
ing their attention to smaller com- 
panies. 

This recent shift is adding to the 
many problems already besetting 
small business. Most small concerns, 
of course, do not have the financial 
resources to engage in lengthy union 
battles. And many fear that once 
they are unionized, labor demands 
will seriously impair their competitive 
standing with larger rivals. 

Furniture dealers, auto repair 
men, and owners of similar small 
shops in several Minnesota commu- 
nities already are getting a taste of 
what soon may be in store for many 
small businessmen in other sections 
of the country. The Retail Clerks 
International Association, AFL-CIO, 
early this year launched a drive to 
organize employees in these towns. 

In one of the Minnesota commu- 
nities, Worthington (population: 
9,000), the union installed a full- 
time representative whose goal is to 
organize as many of the town’s com- 
panies as possible. At last report, he 
was extolling the virtues of unionism 
among the handful of mechanics em- 
ployed at Albachten’s Garage. 

In Nassau County, N.Y., a 16-man 
team made up of representatives 
from about a dozen different unions 
has been working to organize em- 
ployees of such diverse businesses as 
auto parts stores and drug stores. 
During the first two months of the 


44 


Unions Set Their Sights on Small Business 





campaign, almost all the auto parts 
suppliers were organized. The big 
targets now are the county’s 200 
small pharmacies, only 40 of which 
have been organized. 

Last year’s merger of the nation’s 
two biggest labor groups has helped 
to spur union efforts to organize 
small business, labor men say. Ex- 
plains one union executive: “The 
merger made it more feasible to 
drive against the smaller companies, 
where one man may do more than 
one job and cooperation between 
unions is often more important.” 

How does the small company 
stack up in the organizational and 
bargaining ring with big labor? Not 
too well, both sides usually agree. 
For one thing, the small firm rarely 
has the financial resources that are 
available to the unions in any fight. 
Says one labor expert: “When labor 
negotiates with small business these 
days, it’s big business negotiating 
with small business.” 

The small concern suffers another 
disadvantage in attempting to ward 
off union overtures, businessmen 
contend. “Strikes against small com- 
panies,” an eastern metals fabricator 
notes, “seldom command the public 
interest of strikes against larger 
firms, so there’s seldom any public 
pressure to halt a strike.” 

A third factor that leaves small 
business more vulnerable to union 
organizing efforts involves the special 
services so many cf them provide. 
“Deprive the customer of these serv- 
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ices just long enough for him to 
start getting them elsewhere,” as- 
serts one New York manufacturer, 
“and you’ve made it improbable that 
he’ll ever shift back.” 

On the other hand, the small 
businessman has one advantage that 
his larger competitor does not have: 
an intimacy with his workers. Small 
firms that make the most of this 
asset generally find it’s the surest 
way of keeping their employees from 
seeking union representation. 

Because of their size, many small 
companies claim, unions tend to be 
less inhibited in their demands when 


‘bargaining with them. “Union offi- 


cials figure they can find jobs for 
workers from a defunct small busi- 
ness without much trouble, but they 
think twice before making prohibitive 
demands of the bigger company,” 
argues an auto parts supplier in New 
York City. 

Union and business leaders gene- 
rally agree that union corditions can 
reduce the flexibility of smaller firms. 
The 40-hour week, one union man 
notes, can prove fatal to a struggling 
small company. And rules designed 
for larger establishments might com- 
pel the owner of a two-man liquor 
store, for example, to do all the 
“dirty” work, such as sweeping up 
and storing stock, and thus create an 
almost intolerable working relation- 
ship between employee and employer. 

On the other hand, union officials 
say they are not without sympathy 
for small businessmen whose com- 
petitive positions are impaired 
through organization of their work- 
ers. The union men cite many ex- 
amples of how unions have adapted 
their ways to small business. A UAW 
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official notes, for instance, that his 
union is not imposing its supple- 
mental unemployment benefits plan 
on smaller companies unable to bear 
the expense. An official of the 
Amalgamated Clothing Workers 
points out that his union even pro- 
vides_ efficiency experts without 
charge to companies asking for as- 
sistance. However, a number of 
union leaders refuse to consider any 
kind of special handling of a smaller 
company’s problems. 

Unionization does not necessarily 
mean trouble for small businessmen, 
according to John C. Davis, execu- 
tive director of the National Small 
Businessmen’s Association in Wash- 
ington. “If the small businessman is 
going to be dealing with his own 
people and they are going to have a 
reasonable degree of autonomy within 
the union, union organization need 
bring no insuperable difficulties upon 
him at all,” he contends. 

In at least one community, a num- 
ber of employers have banded to- 
gether to share the costs of profes- 
sional labor assistance. The associa- 
tion, formed a little over a year ago 
on Long Island, N. Y., has a mem- 
bership of 60 smaller concerns in a 
wide variety of businesses. Dues are 
$50 a year, of which $45 goes to 
retain legal and labor counselors. 

In addition to helping members 
avert labor difficulties, the association 
also partially underwrites the cost of 
litigation arising from a labor dis- 
pute. Members pay the first $400 of 
such cost, and the association picks 
up the tab for the rest. 

= Mitchell Gordon. 


THE WALL STREET JOURNAL, 
May 2, 1957, p. 1:2. 
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Making Machine Tools Run Themselves 


NUMERICAL CONTROL, a specialized form of automation, is suddenly mak- 
ing a lot of headway after years of development. By directing machinery 
with punchec or magnetized tapes or cards, numerical control does for 
the custom-job or low-volume machine what the built-in cams, templates, 
and limit stops do on the more familiar high-volume automatic production 
line. 

The no-hands control of machines to do a variety of short-run jobs calls 
for versatility and flexibility rather than big volume on a repetitive basis. 
Numerical control works on the simple principle that every point in the 
path of a cutting tool can be related by numbers to the starting point— 
so much distance forward or back, across, up or down. The path of the 
cutting tool can theoretically be accurately controlled by feeding its ad- 
justing devices a series of mathematical coordinates. The main trick is 
to build a machine that will do this over and over with an accuracy of 
-0005” or even .0001”. 

Machine tools equipped with numerical controls carry a high price tag. 
Pratt & Whitney says numerical control equipment adds about 25 per 
cent to the cost of hole grinders and jig borers that already range from 
$41,700 to $75,350. 

In return for the added outlay, a company gets advantages that will 
widen the scope of new product design. Numerical control makes possible 
repetitive accuracy in producing irregular shapes that formerly had to be 
machined only roughly and then hand-finished. 

—Business Week 3/9/57 


Engineers’ Remedy for the Engineer Shortage 


TO RELIEVE THE CURRENT SHORTAGE of engineering talent, industry 
should put more emphasis on increasing the productivity of engineers 
already employed. That’s the opinion of engineers themselves, as revealed 
in a survey taken recently by the American Society of Mechanical Engi- 
neers and reported in Mechanical Engineering. Of the 880 engineers 
polled, 65 per cent suggested changes in current industrial practices, 
including: 


1. Providing engineers employed in industry with more technical 
assistants and clerical help, thereby freeing them for more creative work 
(recommended by 31 per cent). 

2. Increasing salaries to make the profession more attractive to young 
people and to qualified engineers who have been lured to other fields by 
higher pay (recommended by 21 per cent). 

3. Giving more recognition and prestige to engineers for their con- 
tributions to the economy (recommended by 12.5 per cent). 
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Getting More Mileage from 
Your Annual Report 


PRODUCT ADVERTISING has become 
an indispensable part of our business 
life. Corporate advertising, the ad- 
vertising of the company itself—is 
not done very much and often is not 
done very well, although it can have 
a decisive influence on the acceptanc-. 
of a company’s securities. 

The New York Stock Exchange re- 
cently estimated that there are about 
9,000,000 stockholders in this coun- 
try. These, and many potential stock- 
holders, are appropriate targets for 
corporate advertising. 

Within the financial industry there 
are investment counselors, security 
brokers, dealers and their sales or- 
ganizations, commercial banks, and 
trust companies. All of these provide 
an audience for a corporation’s story. 

What should you tell these people 


who buy securities or who tell other | 


people what to buy? The best form- 
ula is a very simple one: 

Tell them what your company is 
doing; tell them how well you are 
doing it; tell them what you plan to 
do in the future and what’s good 
about it. 

Of all the devices which a com- 
pany can use to tell its story, the 
annual report is probably the most 
important. Some companies have 
found it extremely useful to adver- 
tise it for general circulation. 

The annual report should be news. 
It should be interesting and easy to 
read, factual, and complete. 

Many annual reports fail to fulfill 
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these requirements. Recently the Psy- 
chological Corporation did a detailed 
analysis of the annual reports of 56 
of the largest corporations. Using 
accepted scales of readability, they 
found that only nine could be easily 
read by high school graduates. Six 
of the reports required an educational 
level involving collegiate postgraduate 
study. Forty-one required some col- 
lege education. 

Security analysts and _ investors 
have so much to read that they will 
quickly pass over reports that are 
incomplete, that don’t give them new 
information, or that are filled with 
complex charts which take too much 
time and effort to understand. 

Annual reports can be substantially 
improved by avoiding over-technical 
language: the language of the con- 
troller, the accountant, the treasurer 
and the lawyer. Historical material 
should be avoided, too; a glorification 
of the past does not interest the 
potential investor, who wants to know 
what your securities will do for him 
today and in the future. It would 
be equally wise to keep out personal 
economic and political philosophies. 

In short, when you are telling the 
world about your company, give your 
corporate advertising the same clarity, 
simplicity, and ease of reading and 
understanding that you expect in 
your successful product advertising. 

m Russell M. Sanderson. INDUSTRIAL 


MarkKETING, February, 1957, 
yp. 48:4. 
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MAKE YOUR STAFF PAY ITS WAY. 
By Edward C. Schleh. Harvard Busi- 
ness Review (Soldiers Field, Boston 63, 
Mass.), March-April, 1957. Reprints 
$1.00. Taking a fresh look at the 
problem of staff-line relationships, the 
author suggests that instead of having 
a purely advisory capacity, staff men 
should be given more authority and 
held accountable for results that will 
lead to improved company perform- 
ance. He believes that, in addition to 
reducing staff-line friction, this system 
will hold the staff to an efficient num- 
ber, prevent excessive, time-wasting 
staff-line contact, and force the staff 
to justify its existence. 


THE ELECTRONIC BUSINESS. By Will- 
iam B. Harris. Fortune (9 Rockefeller 
Plaza, New York 20, N.Y.), April, 
1957. $1.25. Until a few years ago just 
a science, electronics is now the fifth 
largest U.S. industry, employs 1,500,000 
people, has annual sales of $11.5 billion, 
and turns out a fantastic array of goods, 
from TV sets to ultrasonic devices. This 
portrait of the burgeoning electronic 
business focuses on the managerial, 
financial, and competitive challenges 
that now face the industry. 


MANAGEMENT'S ROLE IN A GROWTH 
COMPANY. By J. C. Aspley. American 
Business (4660 Ravenswood Avenue, 
Chicago 40, Ill.), April, 1957. 35 
cents. As business moves rapidly into 
an era of sharper competition a com- 
pany should take specific steps now 
to insure that it will have a solid man- 
agement team to pilot its growth during 
the next 20 years, say the author. 
Among the steps he recommends are 
(1) compensating key executives on the 
basis of the contribution they make to 
company growth; (2) defining execu- 
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tive spheres of authority to prevent 
infighting and empire-building; and (3) 
instituting an annual policy audit to 
make certain that company promotion 
policies are actually being followed. 


MERGERS. (Economic Research De- 
partment, Chamber of Commerce of the 
United States, Washington 6, D.C.) 50 
cents. The increase in merger activity 
since the end of World War II has 
aroused widespread concern among the 
general public and stimulated studies 
and special investigations by federal 
agencies and Congressional committees, 
the authors report. In this booklet, they 
outline the extent of the current merger 
movement, analyze basic issues in re- 
cent controversies, and attempt to es- 
tablish criteria for judging the impact 
of mergers on competition and for 
evaluating government policy on mer- 
gers. 


UNVEILING THE NEW PLANT. By Ed- 
win E. Dowell. Public Relations Journal 
(2 West 46 Street, New York 36, 
N.Y.), May, 1957. 75 cents. Opening 
a new plant presents special public 
relations problems—and opportunities 
—that will be faced by more and more 
business firms as American industry 
continues to expand, the author says. 
This article describes how one com- 
pany (Standard-Vacuum Oil Company, 
White Plains, N.Y.) unveiled its new 
suburban headquarters building with a 
series of six “open house” events, each 
tailored to the interests of a different 
community or industry group. 


WHAT YOU SHOULD KNOW ABOUT 
YOUR COLLEGE RECRUIT. Manage 
ment Methods (22 West Putnam Ave. 
Greenwich, Conn.), May, 1957. 75 
cents. Despite criticisms of lack of im 
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dividualism and excessive security-con- 
sciousness on the part of current college 
graduates, this report indicates that 
they are little different from members 
of earlier graduating classes, except that 
they lack a clear perspective of the 
management function and their place 
in it. Based on a survey of over 500 
upperclassmen and on a series of inter- 
views with others, this study outlines 
the goals and ambitions of today’s 
college recruit and suggests means of 
helping him to adjust and grow in his 
new environment. 


SPONSORED SCHOOL MATERIALS ARE 
COMING OF AGE. By Mary June 
Burton. Public Relations Journal (2 
West 46 Street, New York 36, N.Y.), 
April, 1957. 75 cents. More and more 
companies are sponsoring booklets, film- 
strips, ‘movies and other educational 
aids for use in the nation’s schools, 
says the author, pointing out that such 
materials, if properly prepared, can 
contribute toward better community 
relations, aid employee recruitment, and 
increase understanding between indus-. 
try and education. 


INDUSTRIAL RELATIONS 


PROBLEM DRINKING IN INDUSTRY. 
By S. Charles Franco, M.D. Industrial 
Medicine and Surgery (605 North 
Michigan Avenue, Chicago 11, IIl.), 
May, 1957. 75 cents. A well-conceived 
program has enabled one company 
(Consolidated Edison Company of New 
York) to recognize and_ rehabilitate 
many alcoholics and problem drinkers, 
the author says, reporting that 72 per 
cent of those who continued treatment 
for at least a year were able to maintain 
their jobs. This article describes the 
operation of the program, which is de- 
signed to cover early recognition of the 
problem drinker, rehabilitation, and a 
consistent method for termination of 
employment when rehabilitation efforts 
are unsuccessful. 


HOW TO GET EFFECTIVE SUPERVISION. 
By Spencer A. Tucker. American 
Machinist (330 West- 42 Street, New 
York 36, N.Y.), April 22, 1957. 50 
cents. Supervisory bonus plans based 
solely on productive output can defeat 
their own purpose, the author says, 
pointing out that the wild drive for 
extra production frequently results in 
increased costs from rejects, turnover, 
etc. In this article, he outlines a basic 
procedure for establishing a realistic 
supervisory incentive program that takes 
into account the relative importance of 
the various aspects of the supervisor’s 
job. 
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WOMANPOWER. (National Manpower 
Council, Columbia University, New 
York, N.Y.) Gratis. This booklet, re- 
printed from an extensive study fe- 
cently published by the National Man- 
power Council, describes the revolution 
that has occurred in women’s employ- 
ment during the past 50 years and makes 
recommendations for the effective de- 
velopment and utilization of the woman- 
power needed to help maintain our ex- 
panding economy. Among the ways in 
which employers can make their con- 
tribution, the Council suggests, are (1) 
hiring and promoting employees on per- 
sonal merit, regardless of sex, and (2) 
experimenting with part-time and other 
flexible working arrangements to draw 
upon women who are not available 
for full-time employment. 


THE WORKERS TURN INTO OWNERS. 
Business Week (330 West 42 Street, 
New York 36, N.Y.), May 11, 1957. 
25 cents. Union demands for extra re- 
tirement income and SUB plans, the 
need for new sources of capital, and a 
desire to improve employer-employee re- - 
lations are among the reasons for the 


- widespread growth of employee stock- 


purchase plans, according to this article. 
Pointing out that employers are building 
safeguards against depression into their 
new plans, the article outlines provisions 
of some typical stock plans now in 
operation throughout the country. 
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THE ASTONISHING COMPUTERS. By 
William B. Harris. Fortune (9 Rocke- 
feller Plaza, New York 20, N.Y.), 
June, 1957. $1.25. Since 1954, when 
the first sale of a large-scale electronic 
computer to process business-office data 
was made, more than 1,200 computers 
have gone into commercial use. But 
despite this dazzling boom, says the 
author, computer manufacturers face 
difficult problems: It is costly to edu- 
cate new owners in how to use the 
complex machines, production is pain- 
fully slow, and, since 80 per cent of 
computers are rented rather than sold, 
manufacturers’ financial requirements 
are enormous. 


THEY HURDLED THE HIGH COST OF 
SMALL ORDERS. By Hiland W. Hall. 
Modern Office Procedures (812 Huron 
Road, Cleveland 15, Ohio), May, 1957. 
50 cents. When its office procedures 
bogged down under an increasing load 
of low-revenue invoices, Industrial Dis- 
tributors, Inc., (Cleveland) developed 
a new inventory control system which 
has cut accounting costs and also 
furnishes complete sales analysis and 
cost of sales data. This article describes 
the operation of the new system, which 
is based on mechanization of the ac- 
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counting functions and the combining 
of inventory control, billing, and costing 
into a single function. 


INVENTORY IS KEPT MORE ACCU- 
RATELY AND CHEAPER BY BOOKKEEP- 
ING MACHINES. By J. H. Leach. The 
Office (232 Madison Avenue, New York 
16, N.Y.), April, 1957. 35 cents. This 
article describes the mechanized system 
used by Upjohn Co. (Kalamazoo, 
Mich.) to achieve continuous, accurate 
comparison of its allocations of raw 
materials with the actual usage of such 
materials. In addition to cutting office 
costs, says the author, the switch to 
bookkeeping machines has resulted in 
more precise control of raw material in- 
ventory. 


WESTINGHOUSE’S OFFICE METHODS 
IMPROVEMENT PROGRAM. By E. H. 
Shanks. American Business (4660 
Ravenswood Avenue, Chicago 40, IIl.), 
May, 1957. 35 cents. A progress report 
on an extensive program begun by 
Westinghouse two years ago: to obtain 
maximum utilization of available of- 
fice manpower through proper applica- 
tion of skills, elimination of unneces- 
sary work, and simplification of es- 
sential work. 


PRODUCTION MANAGEMENT 


THE YEAR’S BEST PLANT IDEAS. Fac- 
tory Management and Maintenance 
(330 West 42 Street, New York 36, 
N.Y.), May, 1957. $1.00. This special 
100-page section presents the ten plants 
selected by the magazine as the “top 
- plants of the year” for their excellence 
in buildings and grounds, electrical 
services, plant services, and materials 
handling. Highlighted are recent trends 
in plant design, safety and fire protec- 
tion, employee facilities, lighting and 
ventilation, etc. An additional feature 
describes other plants that were con- 
sidered outstanding. 
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MODERNIZATION MAKES A MILLION. 
By William M. Stocker, Jr. American 
Machinist (330 West 42 Street, New 
York 36, N.Y.), April 8, 1957. 50 cents. 
A two-phase improvement program, be- 
gun in 1955 by a large manufacturer 
(American Bosch Div. of American 
Bosch-Arma Corp., Springfield, Mass. ), 
is saving the company $900,000 an- 
nually and providing sizable contingent 
benefits, the author reports. This article 
describes the planning and operation 
of the program, which covers both 
manufacturing controls and _ plant 
facilities and layout. 
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EVALUATING PRODUCTION EQUIP- 
MENT FOR AUTOMATION. By D. A. 
Cargill, P.H. Richardson, Val Wallace 
Baran, Robert Sattler, and J. H. Mc- 
Rainey. Automation (Penton Building, 
Cleveland 13, Ohio), May, 1957. $1.00. 
This special 27-page roundup of basic 
automation equipment and _ techniques 
should be a useful guide in helping a 
company select the type of equipment 
most suited to its specific needs and pur- 
poses. Included are sections on (1) 
using standard equipment, (2) applying 
“building block” techniques, (3) using 
transfer machines, (4) developing 
special-purpose equipment, and (5) 
using tape- and card-controlled machines 
for short runs and job lots. 


VALUE ANALYSIS ISSUE. Purchasing 
(205 East 42 Street, New York 17, 
N.Y.), May, 1957. $1.50. This special 
issue devoted to value analysis is de- 
signed to help both small and large com- 
panies gain the maximum benefits from 
this cost-cutting technique. In addition 
to articles on analyzing component 
parts and materials, gaining supplier 
cooperation in value analysis, analyzing 
price increases, “selling” the value 
analysis program, and other aspects of 
the subject, there is a section of 500 
brief case histories describing specific 
ways in which companies have achieved 
savings and production improvements 
through their use of the techniques of 
value analysis. 


MARKETING MANAGEMENT 


THE NEW CUSTOMER. Business Week 
(330 West 42 Street, New York 36, 
New York), May 4, 1957. 25 cents. 
A revolution in consumer taste has 
created a mass market for culture and 
shifted the whole selling base from 
function to styling, according to this 
article. After describing some of the 
problems involved in selling to today’s 
knowledgeable, choosy customers, the 
article concludes that to capitalize on 
the reshaped market the manufacturer 
must identify the mew tastes and 
provide the variety of wares the con- 
sumer demands, while sellers must give 
more service and offer a wider selection 
to their customers. 


SURVEY OF BUYING POWER. Sales 
Management (386 Fourth Avenue, New 
York 16, N.Y.), May 10, 1957. $5.00. 
This special 804-page issue contains 
Sales Management magazine’s annual 
survey of three basic market factors— 
population, income, and retail sales. 
The data is grouped by types of mar- 
kets: by states, their counties, and 
cities; by leading counties; by metropoli- 
tan areas; and by states and geographic 
sections. A section of Canadian data 
is included, as well as additional 
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statistics on the farm market and a 
special section on TV homes and per 
cent of homes covered. 


HOW TO AVOID NEW-PRODUCT 
BOOBY TRAPS. By William M. Borton. 
Printers’ Ink (205 East 42 Street, New 
York. 17, N.Y.),. May °3,. §957...25 
cents. A chart to help marketing ex- 
ecutives steer clear of some of the 
major pitfalls which can spell failure 
for a new product, such as (1) under- 
estimating the selling job necessary, 
(2) proceeding without complete budget 
estimates, and (3) failing to work out 
adequate distribution policies before 
general introduction of the product. 
The chart includes specific measures 
which can be taken to give the new 
product maximum chances of success. 


HOW DEALERS CAN LOWER PRICES 
THROUGH ADDITIVE MARKUP. Man- 
agement Methods (22 West Putnam 
Avenue, Greenwich, Conn.), May, 
1957. 75 cents. A  manufacturer’s 
careful cost calculations in setting 
prices may be to no avail if dealers use 
inefficient systems for setting retail 
prices, according to this article, which 
suggests that a pricing method called 
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“additive markup” may be the key to 
eye-catching price tags. The article des- 
cribes the system, under which a 
predetermined net profit and realistic 
handling and operating costs are added 
to the base cost of the item to the re- 
tail dealer, usually resulting in an ap- 
preciably lower price than could be 
obtained by using the conventional 
fixed percentage markup. 





TENTH ANNUAL LISTING OF AVAILABLE 
MARKETING DATA. Advertising Age 
(200 East Illinois Street, Chicago 11, 
Ill.), April 29, 1957. 15 cents. A com- 
prehensive list of market data issued by 
media, trade and other groups. The 
1,500 sources listed are arranged under 
eight types of market: national, farm, 
local, distribution, industrial, Canadian, 
international, and _ professional. 


FINANCIAL MANAGEMENT 


TWENTY-FIVE YEARS OF THE 14 IM- 
PORTANT RATIOS. By Roy A. Foulke. 
(Dun & Bradstreet, Inc., 99 Church 
Street, New York 8, N.Y.) Gratis. This 
booklet presents tables showing 14 
major financial ratios for (1) 72 lines 
of business activity in 1955, and (2) 
70 lines of business activity in each 
year of 1951-55, with five-year aver- 
ages. Included is a summary of major 
financial developments since 1932, 
when the compilation of ratios began, 
and a check list showing in which years 
ratios were compiled for each of 121 
lines of business activity. ' 


CAN PENSIONERS BE PROTECTED 
AGAINST INFLATION? By Hilary L. 
Seal. Trusts and Estates (50 East 42 
Street, New York 17, N.Y.), May, 1957. 
75 cents. Investing pension funds in 
common stocks to protect future bene- 
fits from erosion by inflation carries 
definite risks, contends the author, be- 
cause there is no guarantee that stock 
prices will rise with the cost of living. 
He outlines two variations of this 
method: (1) a fixed-pension plan in 
which the employer would have to make 
good any failure of the pension fund 
investments to keep up with inflation; 
and (2) a flexible-pension plan in 
which the employee’s benefits would 
_ fluctuate upward or downward with the 
prices of stocks. 
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WHY WE MUST LIMIT FAST TAX WRITE- 
OFFS. By George M. Humphrey. The 
Iron Age (Chestnut and 56 Street, Phila- 
delphia 39, Penna.), April 18, 1957. 
Reprints gratis. In this article, the for- 
mer Secretary of the Treasury ex- 
presses his belief that a broadening of 
the government’s rapid-amortization pro- 
gram—now limited to dfrect-defense 
items—would create a competitive im- 
balance in the sound growth of our 
economy, stimulate inflation, and 
drastically reduce government revenue. 
Although there is as yet no satisfactory 
answer to the depreciation problem, he 
feels that the situation has been im- 
proved by the more realistic deprecia- 
tion procedures now available. 


PROBLEMS IN MULTI-EMPLOYER NEGO- 
TIATED PENSION PLANS. By Meyer M. 
Goldstein. (Pension Planning Company, 
625 Madison Avenue, New York 22, 
N.Y.) Gratis. Although a comparatively 
recent development, multi-employer pen- 
sion plans jointly administered by the 
union and the employers now cover 
about 13 per cent of all workers under 
private pension plans. The author dis- 
cusses some of the weaknesses common 
to such plans, including the provision 
of flat benefits rather than percentage- 
of-pay pensions and the artificially high 
level of benefit payments in relation to 
employee contributions. 
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RESEARCH AND DEVELOPMENT 


FACE TO FACE. By E. Duer Reeves. 
Research & Engineering (77 South 
Street, Stamford, Conn.), May, 1957. 
Reprints gratis. If our technology is to 
continue growing, we must make better 
use of the limited number of scientists 
and engineers available, says the au- 
thor, who is executive vice president of 
Esso Research & Engineering Co. De- 
scribing the research set-up in his com- 
pany, he tells how “research on re- 
search” is leading to increased efficiency 
of laboratory operations and how the 
new electronic computers are freeing 
engineers for more creative work. 


CREATIVE ENGINEERING—A CONCEPT. 
By D. L. Purdy. Personnel Administra- 
tion (5506 Connecticut Avenue, N.W., 
Washington 15, D.C.), May-June, 
1957. Reprints 30 cents. Greater ef- 


‘forts should be made to develop in- 


ventiveness in our engineers, maintains 
the author, pointing out that although 
basic creativity is inherited, engineers 
can be taught to channel their ability 


INSURANCE 


THE NEED FOR NEW COVERAGES. 
By Ernest L. Clark. The Insurance 
Broker-Age (90 John Street, New York 
38, N.Y.), May, 1957. 15 cents. In- 
surance buyers can effectively speed the 
development of broader and more 
economical coverage by pressing their 
insurance companies for the kind of 
improvements they want, says. the 
author. He discusses some of the latest 
improvements, as well as some of the 
still-existing inadequacies, in various 
types of business insurance, including 
business interruption, boiler and ma- 
chinery, atomic, comprehensive liability, 
fidelity and dishonesty, and hospitaliza- 
tion. 
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more productively. After examining the 
steps involved in technical problem- 
solving, he describes how General Elec- 
tric’s Creative Engineering program is 
teaching young engineers to become 
effective originators. 


AUTHORSHIP AND COMPANY POLICY. 
By Scott Nicholson. Research & Engi- 
neering (77 South Street, Stamford, 
Conn.), April, 1957. Reprints gratis. 
Pointing out that a vigorous scientific 
literature. is an important aid to a 
country’s long-range technological 
growth, the author examines some of 
the reasons for the recent U.S. lag in 
the publication of original scientific 
papers. To support his belief that the 
blame put on company policies is 
largely unjustified, he describes some of 
the ways in which companies are en- 
couraging engineers to write for pub- 
lication, including (1) an_ engineer 
writing fund; (2) a professional edit- 
ing service; and (3) a publications 
committee. 


MANAGEMENT 


USE AND OCCUPANCY COVERAGE. 
By George H. Finlay. The Eastern Un- 
derwriter (93-99 Nassau Street, New 
York 38, N.Y.), May 3, 1957 and May 
10, 1957. 25 cents. Although 90 per 
cent of U.S. companies carry insurance 


’ for property damage caused by fire, only 


25 per cent carry insurance to cover 
the accompanying loss . of ' earning 
power, which can far exceed the prop- 
erty damage loss, says the author. In 
this. two-part article, he describes some 
ways in which a company can deter- 
mine accurately. the amount of — busi- 
ness interruption. insurance it needs 
and presents some illustrative examples 
of loss adjustments. 
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I r 1s Now almost half a century since Frederick Winslow Taylor, 
“the father of scientific management,” wrote: “There is another type 
of scientific investigation which should receive special attention, 
namely the accurate study of the motives which influence men.” 
It is an injunction to which subsequent students of management have 
not been conspicuously attentive. This is largely because they were 
enmeshed in traditional economic thinking and were unprepared for 
the “mental revolution” which, as Taylor saw, the idea of scientific 
management demanded. 

On this question of “the motives which influence men,” classical 





Widely recognized as Great Britain’s leading authority on management, 
Lt. Col. Lyndall Urwick is one of the most distinguished thinkers and writers 
in the entire field. This article is based on his presentation before the AMA 
General Management Conference held in New York last month. 
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economic thinking made three assumptions, all of which set up 
intellectual “road-blocks” against any really objective examination of 
the problem: 

The first of these was that in a free society the relationship of 
the employing agency to each employee was an individual relation- 
ship. (Commercial lawyers in my own country still talk of “the 
law of master and servant.”)) This inhibited managers from thinking 
of those who worked with them as members of a social group and 
tended to blind them to the tremendous force of social as opposed 
to individual motives. 

The second assumption was that the obligation of the employing 
agency to the individual employed was exclusively a “job” obligation. 
It endured so long as the employing agency had a position, a piece 
of work, to offer to the employee for an agreed remuneration. If the 
position terminated for any reason, so did the obligation of the 
employing agency. This inhibited managers from thinking of such 
problems as the relation between status and function and the dis- 
tinction between them or the effect of unemployment on morale. 

The third assumption was that the relationship between employ- 
ing agency and employee was or could be exclusively an economic 
relationship—that the sole obligation of the employing agency was 
to offer the employed individual a satisfactory or attractive remunera- 
tion, and that all difficulties could be overcome by increasing the 
figure. This belief is still widespread, enshrined in such expressions 
as “the Almighty dollar,” “money talks,” and “every man has his 
price.” It has inhibited managers from giving sufficient attention to 
the force of nonfinancial incentives. 


THE CLASSICAL ASSUMPTIONS—STILL VALID? 


All three of these assumptions were and are inadequate as a 
description of human nature and the way it works. They are mani- 
festly contrary to the observable facts of the twentieth century, and 
are actually in conflict with many of the things which the managers 
of business undertakings are, in fact, trying to do about their rela- 
tions with their employees. 

The incomplete character of these three assumptions can be shown 
quite briefly. Every corporation that has signed a union contract has, 
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in fact if not in theory, abandoned the position that its relationship 
with its employees is an individual relationship. 

The second assumption is still widely held. But the behavior and 
attitudes of many among the larger corporations indicate that they 
do not really believe in the theory, or, if they do, they believe they 
should be in a position to fire the employee, but the employee should 
not consider firing them. Certainly they expect a large proportion 
of their executive group to devote a lifetime to the service of the 
corporation. They are investing large sums of money in executive 
development, and such an investment cannot be justified except on 
the assumption that a considerable proportion of those concerned 
will remain with the corporation. 

But if an institution expects its staff to remain for their whole 
careers, it is insufficient that the institution should merely offer the 
individual a job. It must offer him a framework for a life. 

Business has not realized consciously that this is what it is trying 
to do. The pull of the traditional phrase “offering a man a job” is 
strong. But eavesdrop on the “ivory hunters” going the rounds of 
American universities: do they talk to the students they’re stalking 
about the immediate job? Not on your life; they paint word pictures 
of the careers open to really able men with the XYZ corporation. 

Certainly one of the results of the great corporation and of a 
long-term view of its executive requirement will be that business 
is forced to face the issue of distinguishing between function and 
status or rank. Rank is the definition of a man’s permanent standing 
and remuneration with an organization, regardless of the function, 
the job he happens to be performing at a particular moment. 


MONEY AND MOTIVATION 


Turning to the third assumption, the theory that men will 
work for money alone is so palpably false that it is extraordinary 
that it should persist. Our generation has seen millions of the best 
young men of this country and of my own lay down their lives 
for an idea; it has witnessed six to eight classes of West Point 
graduates virtually wiped out on Korean hillsides—not in defense 
of the United States, but for what we all believe is the way of 
freedom. Can we then tell each other that the survivors of these 
struggles, when they come back to our plants and offices, will only 
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work for money? Surely there was never a greater blasphemy 
against the human spirit! 

Of course, if we tell them that the correct way to behave in 
business is to make their own personal advantage the primary 
consideration in their lives, some of them will accept this con- 
taminating philosophy. But the best of them won't. They will 
demand an ideal, a purpose in life, which comes closer to touching 
what they know is best in them. How many of us know even one 
man who would die for a check, however large? 

Please don’t think I’m high falutin’. I happen to have built up 
a business undertaking from nothing myself. I know the value of 
money to my associates, and I like to earn a dollar or two on my own 
behalf. But I also know that we couldn’t have succeeded had we 
put money first. We have succeeded because we put first the pro- 
fessional interest of the work and our obligation to render a real 
service to our clients. 

When we put money in first place as an incentive, it is bound 
to misdirect our thinking and to prevent us from understanding 
how to touch the potential for energy and enthusiasm which is in 
every man. Of course, business enterprises are economic institutions, 
and men work in them primarily to provide for themselves, their 
wives, and their families. If there is a feeling that remuneration 
is out of line, that injustice is being done and suffered, it will rot 
morale and discourage effort more quickly than any other single 
factor. Justice must not only be done; it must be seen to be done. 

But, given adequate wage and salary administration so that 
there is no room for odious comparisons, few people will give much 
thought to the financial side of their relations with their employer— 
unless, of course, they are married to a wife who has been brought 
up on that well-known ditty, “charge it.” Our mistake lies in 
imagining that because the money incentive, if ill-adjusted, ex- 
ercises a powerful influence negatively, it must also exercise an 
equally powerful influence positively. It doesn’t. 


THE FIRST INCENTIVE: IDENTITY 


If, however, money does not take first place among the things 
that make men tick, what does? There are three basic nonfinancial 
incentives which all of us seek, consciously or unconsciously, from 
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the institutions to which we devote our working lives. The first of 
these is identity or identification. That means that the individual 
is able to identify himself with the institution and its purpose, to 
feel a part of it. 

Business, even in the free economies, has been remarkably 
obtuse about this elementary requirement of a high morale in any 
group. Obsessed with the idea that to pay an individual adequately, 
or even well, is all that we owe him, we have done little or nothing 
to insure that the purpose to which we are asking him to contribute 
is stated in simple and unequivocal terms—in terms that are cal- 
culated to win his support. Remarkably little is said about service 
to the consumer, or about making the best boots or buckets in the 
United States, or about the function of profit in insuring the con- 
tinuance and expansion of the business—indeed, about any of the 
things which might win his interest and enthusiasm as a craftsman, 
a man of foresight and a worthwhile member of society. These 
things are “pushed under the rug” as sentimentalizing unworthy of 
that curious abstraction “economic man,” who “always and in every 
way seeks his own best interests.” 


THE SECOND INCENTIVE: OPPORTUNITY 


The second important incentive is opportunity—help and en- 
couragement to grow. The law of life is growth. It is as inhuman 
and destructive of personality structure to keep an individual in a 
job which does not demand the best he or she can give as it is 
destructive of physical structure to keep your child in shoes that 
are too small for it. 

Frederick Taylor had some wise words to say about the im- 
portance of finding jobs for men in other organizations if your own 
cannot make opportunities that will use them to the full. Having 
tried this policy in practice over some 20 years, we have found that 
it attracts intelligent and ambitious recruits. Moreover, men who 
have left us frequently come back, with experience we could not 
have given them and loyalty that money cannot buy. 


THE THIRD INCENTIVE: EQUITY 


The third vital incentive is equity in the treatment of the indivi- 
dual. And by equity I mean something more than justice. You will 
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remember Shakespeare’s line, “And men seem likest gods, when 
mercy seasons justice.” Note the genius in his choice of the 
word “seasons,” which suggests salt rather than something sticky 
and sentimental. Equity is justice, “seasoned” by a sense of humor 
and by the reflection that should guide everyone who has to exercise 
authority, especially when dealing with offenders: “There, but for 
the grace of God, go I.” 

These three things—identity, opportunity, and equity—are the 
things that men crave most from the organizations which employ 
them. Naturally, they must have a livelihood; a dead duck is little 
use to anyone, least of all to the duck. But can’t we take the 
livelihood a little more for granted? Don’t we owe those who work 
with us something more than a living, however good? Isn't it 
common sense that we should try to provide, in addition, some of 
the things which make living worth while? 


CREATIVITY AND CONFORMITY 


In The Organization Man, William H. Whyte, Jr., suggests that 
the executive group is tending to become too organization-minded, 
too anxious to fit in smoothly. It is certain that large-scale organiza- 
tion does demand far more intricate social discipline than our fore- 
fathers knew. And this does put a premium on the social virtues— 
on ability to work in groups without friction, on being a “regular 
guy.” Mr. Whyte seems to fear that this will put originality at a 
discount and destroy the individuality, the creativeness, and the 
inventive spirit that have built up the miraculous economy of the 
United States. 

Despite his fears, however, this particular impact of the organiza- 
tion upon the individual does not appear likely to prove a serious 
handicap as long as American business retains its competitiveness 
and its respect for vigorous leadership. It merely emphasizes what 
has been, ever since the beginning of the industrial revolution, the 
paradox of leadership in economic affairs: The leader must always 
to do two things which run counter to each other—and he must 
do them simultaneously. 

First of all, the leader must administer his business. If he does 
not keep the organization running smoothly he will make less than 
he should today and sell less than he could tomorrow. To do this 
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he must encourage his administrators, the men who keep things tidy 
for him. 


At the same time, if his business is to remain alive, he must 
have something new to make or to sell the day after tomorrow. 
And to achieve this, he must help and encourage his lunatic fringe 
—his crazy people, the guys who are irregular, who don’t fit in— 
because it is out of this group that he is most likely to get new ideas 
which are of some value. 

In particular, he must protect this group from the wrath and 
just indignation of his administrators. For, as Whyte has rightly 
emphasized, the two groups do not understand each other. “The 
creative individual the administrator does not understand, nor does 
he understand the conditions of creativity, the messiness of intuition, 
the aimless thoughts, the impractical questions—all these things 
that are so often the companion to discovery are anathema to the 
world of the administrator. Order, objective goals, agreement— 
these are his desiderata.” 


THE MISSION OF MANAGEMENT 


The true leader of a business is always torn between these con- 
flicting obligations. His lunatics will produce idea after idea which 
are no damn good. He has not only to drown them at birth with 
as little disturbance as possible, he has to comfort the beréaved 
parent. Because he must keep him reproducing. One of these days 
he will turn up a winner. At the same time, he must prevent his 
administrators from murdering him or putting him in a straitjacket. 

There is little doubt that the leaders of American business will, 
as they have done in the past, succeed in developing a supply of 
managers able and willing to perform this difficult feat. It is some- 
what more doubtful if, enmeshed in the excitement of an accelerat- 
ing technological development, they will have the insight and the 
patience to develop among the rank and file of their employees the 
trinity of nonfinancial incentives — identity, opportunity, and equity. 

Yet it is of vital moment that they should do so. If the Com 
munist-led countries have a single advantage over us, it lies in their 
skill in persuading simple people that they can offer them a freedom 
from exploitation which the competitive economies of our free 
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societies cannot match. The claim is wholly ill-founded, but the 
ability with which the idea is promoted is unquestionable. 


We have only one answer—to present our ideas to our own 
people so that they carry greater conviction. We cannot do that 
by reiterating economic shibboleths which, however true they were 
half a century ago, have no meaning and less appeal in the con- 
ditions of today. We must so restate the doctrine of a free and 
competitive economy that it not only appeals to the self-interest of 
the successful, but offers the less successful a meaning in their 
daily work—a sense of service to their society that touches the core 
of idealism that is at the heart of all true men. 


I recommend to you Peter Drucker’s wise words, “Capitalism is 
being criticized, not because it is inefficient or misgoverned, but 
because it is cynical.” Let us forget the cynicism, which is merely 
traditional. Let us soft-pedal the material advantages, which em- 
phasize differences in fortune. Let us rather concentrate on the 
common task in which each has a share for the good of all. If we 
have the wit and the wisdom to do that effectively, I have no doubt 
as to the ultimate issue. 


Business Goes to the Fair 


TODAY'S BUSINESSMEN are using the ancient technique of the fair— 
with its hawkers, midways, and crowds—to sell everything from pop- 
corn to atomic reactors. Since World War II, the number of trade fairs 
held in the U.S. each year has been growing as fast as the signs could 
be printed. During the 1930's, about 900 were staged each year. The 
figure for 1950 was 1,600, and in 1956, the total was 2,700. Some 
estimates place the cost of such shows as high as $3 billion a year. For 
the recent four-day Plant Maintenance and Engineering Show in Cleve- 
land, for example, 400 companies shipped in $5 million worth of equip- 
ment, ranging from glass roofs to floor sweepers, according to a report 
in Newsweek magazine. 


One executive of a firm which specializes in staging industrial shows 
explains their growth this way: “A good salesman can make eight to 
ten calls a day, at a cost averaging, say, $17.50 a call. The same man, 
at a show, can make 50 to 60 productive contacts in one day.” 





The big trouble with the world is that the stupid are cocksure and the 
intelligent full of doubt 


Rertrand Russell 
AY, 1087 
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in fact if not in theory, abandoned the position that its relationship 
with its employees is an individual relationship. 

The second assumption is still widely held. But the behavior and 
attitudes of many among the larger corporations indicate that they 
do not really believe in the theory, or, if they do, they believe they 
should be in a position to fire the employee, but the employee should 
not consider firing them. Certainly they expect a large proportion 
of their executive group to devote a lifetime to the service of the 
corporation. They are investing large sums of money in executive 
development, and such an investment cannot be justified except on 
the assumption that a considerable proportion of those concerned 
will remain with the corporation. 

But if an institution expects its staff to remain for their whole 
careers, it is insufficient that the institution should merely offer the 
individual a job. It must offer him a framework for a life. 

Business has not realized consciously that this is what it is trying 
to do. The pull of the traditional phrase “offering a man a job” is 
strong. But eavesdrop on the “ivory hunters” going the rounds of 
American universities: do they talk to the students they're stalking 
about the immediate job? Not on your life; they paint word pictures 
of the careers open to really able men with the XYZ corporation. 

Certainly one of the results of the great corporation and of a 
long-term view of its executive requirement will be that business 
is forced to face the issue of distinguishing between function and 
status or rank. Rank is the definition of a man’s permanent standing 
and remuneration with an organization, regardless of the function, 
the job he happens to be performing at a particular moment. 


MONEY AND MOTIVATION 


Turning to the third assumption, the theory that men will 
work for money alone is so palpably false that it is extraordinary 
that it should persist. Our generation has seen millions of the best 
young men of this country and of my own lay down their lives 
for an idea; it has witnessed six to eight classes of West Point 
graduates virtually wiped out on Korean hillsides—not in defense 
of the United States, but for what we all believe is the way of 
freedom. Can we then tell each other that the survivors of these 
struggles, when they come back to our plants and offices, will only 
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work for money? Surely there was never a greater blasphemy 
against the human spirit! 

Of course, if we tell them that the correct way to behave in 
business is to make their own personal advantage the primary 
consideration in their lives, some of them will accept this con- 
taminating philosophy. But the best of them won't. They will 
demand an ideal, a purpose in life, which comes closer to touching 
what they know is best in them. How many of us know even one 
man who would die for a check, however large? 

Please don’t think I’m high falutin’. I happen to have built up 
a business undertaking from nothing myself. I know the value of 
money to my associates, and I like to earn a dollar or two on my own 
behalf. But I also know that we couldn't have succeeded had we 
put money first. We have succeeded because we put first the pro- 
fessional interest of the work and our obligation to render a real 
service to our clients. 

When we put money in first place as an incentive, it is bound 
to misdirect our thinking and to prevent us from understanding 
how to touch the potential for energy and enthusiasm which is in 
every man. Of course, business enterprises are economic institutions, 
and men work in them primarily to provide for themselves, their 
wives, and their families. If there is a feeling that remuneration 
is out of line, that injustice is being done and suffered, it will rot 
morale and discourage effort more quickly than any other single 
factor. Justice must not only be done; it must be seen to be done. 

But, given adequate wage and salary administration so that 
there is no room for odious comparisons, few people will give much 
thought to the financial side of their relations with their employer— 
unless, of course, they are married to a wife who has been brought 
up on that well-known ditty, “charge it.” Our mistake lies in 
imagining that because the money incentive, if ill-adjusted, ex- 
ercises a powerful influence negatively, it must also exercise an 
equally powerful influence positively. It doesn't. 


THE FIRST INCENTIVE: IDENTITY 


If, however, money does not take first place among the things 
that make men tick, what does? There are three basic nonfinancial 
incentives which all of us seek, consciously or unconsciously, from 
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the institutions to which we devote our working lives. The first of 
these is identity or identification. That means that the individual 
is able to identify himself with the institution and its purpose, to 
feel a part of it. 

Business, even in the free economies, has been remarkably 
obtuse about this elementary requirement of a high morale in any 
group. Obsessed with the idea that to pay an individual adequately, 
or even well, is all that we owe him, we have done little or nothing 
to insure that the purpose to which we are asking him to contribute 
is stated in simple and unequivocal terms—in terms that are cal- 
culated to win his support. Remarkably little is said about service 
to the consumer, or about making the best boots or buckets in the 
United States, or about the function of profit in insuring the con- 
tinuance and expansion of the business—indeed, about any of the 
things which might win his interest and enthusiasm as a craftsman, 
a man of foresight and a worthwhile member of society. These 
things are “pushed under the rug” as sentimentalizing unworthy of 
that curious abstraction “economic man,” who “always and in every 
way seeks his own best interests.” 


THE SECOND INCENTIVE: OPPORTUNITY 

The second important incentive is opportunity—help and en- 
couragement to grow. The law of life is growth. It is as inhuman 
and destructive of personality structure to keep an individual in a 
job which does not demand the best he or she can give as it is 
destructive of physical structure to keep your child in shoes that 
are too small for it. 

Frederick Taylor had some wise words to say about the im- 
portance of finding jobs for men in other organizations if your own 
cannot make opportunities that will use them to the full. Having 
tried this policy in practice over some 20 years, we have found that 
it attracts intelligent and ambitious recruits. Moreover, men who 
have left us frequently come back, with experience we could not 
have given them and loyalty that money cannot buy. 


THE THIRD INCENTIVE: EQUITY 
The third vital incentive is equity in the treatment of the indivi- 
dual. And by equity I mean something more than justice. You will 
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remember Shakespeare’s line, “And men seem likest gods, when 
mercy seasons justice.” Note the genius in his choice of the 
word “seasons,” which suggests salt rather than something sticky 
and sentimental. Equity is justice, “seasoned” by a sense of humor 
and by the reflection that should guide everyone who has to exercise 
authority, especially when dealing with offenders: “There, but for 
the grace of God, go I.” 

These three things—identity, opportunity, and equity—are the 
things that men crave most from the organizations which employ 
them. Naturally, they must have a livelihood; a dead duck is little 
use to anyone, least of all to the duck. But can’t we take the 
livelihood a little more for granted? Don’t we owe those who work 
with us something more than a living, however good? Isn't it 
common sense that we should try to provide, in addition, some of 
the things which make living worth while? 


CREATIVITY AND CONFORMITY 

In The Organization Man, William H. Whyte, Jr., suggests that 
the executive group is tending to become too organization-minded, 
too anxious to fit in smoothly. It is certain that large-scale organiza- 
tion does demand far more intricate social discipline than our fore- 
fathers knew. And this does put a premium on the social virtues — 
on ability to work in groups without friction, on being a “regular 
guy.” Mr. Whyte seems to fear that this will put originality at a 
discount and destroy the individuality, the creativeness, and the 
inventive spirit that have built up the miraculous economy of the 
United States. 

Despite his fears, however, this particular impact of the organiza- 
tion upon the individual does not appear likely to prove a serious 
handicap as long as American business retains its competitiveness 
and its respect for vigorous leadership. It merely emphasizes what 
has been, ever since the beginning of the industrial revolution, the 
paradox of leadership in economic affairs: The leader must always 
to do two things which run counter to each other—and he must 
do them simultaneously. 

First of all, the leader must administer his business. If he does 
not keep the organization running smoothly he will make less than 
he should today and sell less than he could tomorrow. To do this 
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he must encourage his administrators, the men who keep things tidy 
for him. 

At the same time, if his business is to remain alive, he must 
have something new to make or to sell the day after tomorrow. 
And to achieve this, he must help and encourage his lunatic fringe 
—his crazy people, the guys who are irregular, who don’t fit in— 
because it is out of this group that he is most likely to get new ideas 
which are of some value. 

In particular, he must protect this group from the wrath and 
just indignation of his administrators. For, as Whyte has rightly 
emphasized, the two groups do not understand each other. “The 
creative individual the administrator does not understand, nor does 
he understand the conditions of creativity, the messiness of intuition, 
the aimless thoughts, the impractical questions—all these things 
that are so often the companion to discovery are anathema to the 
world of the administrator. Order, objective goals, agreement— 
these are his desiderata.” 


THE MISSION OF MANAGEMENT 


The true leader of a business is always torn between these con- 
flicting obligations. His lunatics will produce idea after idea which 
are no damn good. He has not only to drown them at birth with 
as little disturbance as possible, he has to comfort the bereaved 
parent. Because he must keep him reproducing. One of these days 
he will turn up a winner. At the same time, he must prevent his 
administrators from murdering him or putting him in a straitjacket. 

There is little doubt that the leaders of American business will, 
as they have done in the past, succeed in developing a supply of 
managers able and willing to perform this difficult feat. It is some- 
what more doubtful if, enmeshed in the excitement of an accelerat- 
ing technological development, they will have the insight and the 
patience to develop among the rank and file of their employees the 
trinity of nonfinancial incentives—identity, opportunity, and equity. 

Yet it is of vital moment that they should do so. If the Com- 
munist-led countries have a single advantage over us, it lies in their 
skill in persuading simple people that they can offer them a freedom 
from exploitation which the competitive economies of our free 
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societies cannot match. The claim is wholly ill-founded, but the 
ability with which the idea is promoted is unquestionable. 

We have only one answer—to present our ideas to our own 
people so that they carry greater conviction. We cannot do that 
by reiterating economic shibboleths which, however true they were 
half a century ago, have no meaning and less appeal in the con- 
ditions of today. We must so restate the doctrine of a free and 
competitive economy that it not only appeals to the self-interest of 
the successful, but offers the less successful a meaning in their 
daily work—a sense of service to their society that touches the core 
of idealism that is at the heart of all true men. 

I recommend to you Peter Drucker’s wise words, “Capitalism is 
being criticized, not because it is inefficient or misgoverned, but 
because it is cynical.” Let us forget the cynicism, which is merely 
traditional. Let us soft-pedal the material advantages, which em- 
phasize differences in fortune. Let us rather concentrate on the 
common task in which each has a share for the good of all. If we 
have the wit and the wisdom to do that effectively, I have no doubt 
as to the ultimate issue. 


Business Goes to the Fair 


TODAY’S BUSINESSMEN are using the ancient technique of the fair— 
with its hawkers, midways, and crowds—to sell everything from pop- 
corn to atomic reactors. Since World War II, the number of trade fairs 
held in the U.S. each year has been growing as fast as the signs could 
be printed. During the 1930's, about 900 were staged each year. The 
figure for 1950 was 1,600, and in 1956, the total was 2,700. Some 
estimates place the cost of such shows as high as $3 billion a year. For 
the recent four-day Plant Maintenance and Engineering Show in Cleve- 
land, for example, 400 companies shipped in $5 million worth of equip- 
ment, ranging from glass roofs to floor sweepers, according to a report 
in Newsweek magazine. 

One executive of a firm which specializes in staging industrial shows 
explains their growth this way: “A goud salesman can make eight to 
ten calls a day, at a cost averaging, say, $17.50 a call. The same man, 
at a show, can make 50 to 60 productive contacts in one day.” 





The big trouble with the world is that the stupid are cocksure and the 
intelligent full of doubt. 


—Bertrand Russell 
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of the Businessman 
A Look at the Practical Problems 


m Abram T. Collier 


Vice President and Generai Counsel 
John Hancock Mutual Life Insurance Co. 


Business styxes, like ladies’ hats, come and go. For many years 
down through the 1920’s, the businessman, whether a small operator 
or a big tycoon, was commonly thought to act on the principle of 
“The public be damned.” Such a belief was wholly consistent with 
the popular theory of a competitive society, which was based on the 
premise that the public interest is ultimately best served by those 
who singlemindedly pursue their own private, and sometimes selfish, 
interests. 

But in the 1930’s the style changed radically. Subjected to 
mounting public criticism, a few businessmen adopted a breast-beat- 
ing posture and cried “mea culpa,” while others protested loudly 
their desire to serve the public rather than themselves. One result 
of this period was that increasing numbers of businesses discovered 
a need for public relations. New departments staffed by full-time 
experts were established to let the public know what great accom- 
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plishments the company had achieved and how pure were the 
motives of both executives and stockholders. 

Recently, this period of “Jack Hornerism” seems to have given 
way to what is a more promising development. Businessmen in 
increasing numbers appear to be less bent on justifying themselves 
and somewhat more concerned with fulfilling, in a very real and 
significant way, public responsibilities, both in and out of their 
own particular businesses. 

Such developments have not been without their critics. Only 
recently, in commenting on the action of the Standard Oil Company 
(New Jersey} in holding down prices during the Korean conflict, 


Fugene V. Rostow, Dean of the Yale Law School, asserted, “The* 


director’s primary job is to maximize the long-term profit of stock- 
holders. The notion that corporate directors are trustees for the 
public is a dangerous one. It is apt to bring more political control 
from politicians who consider themselves the judge of what con- 
stitutes the public good. The directors of some big companies like 
Standard Oil have been too responsive to the appeal of vague public 
interest and have kept prices down te the detriment of the long- 
term interest of their own industry and of the economy.”* Such a 
comment coming from such a source would suggest that in 25 years 
public opinion has taken a full turn: It now appears that business- 
men are being criticized by professors for not being selfish enough. 


It is not our purpose here to discuss problems of conflict between 


the public interest and that of stockholders, managers, or employees, 
but rather to explore a few of the problems that arise when man- 
agers and employees engage in activities outside of their businesses in 
attempts to fulfill their charitable and civic responsibilities. 

Three questions, although admittedly not comprehensive, will 
serve to indicate the scope of the problem: 

1. How much time do businessmen give community organiza- 
tions, and what limits, if any, are there on these activities? 

2. What individual financial responsibilities do businessmen 
have for good causes, and how can they be discharged? 

3. To what extent is a businessman obligated to serve his 
government, and what dangers arise when he does? 

Since these are questions that cannot be answered categorically, 
* Boston Herald, April 21, 1957, page 74. 
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these observations are intended to point out some of the problems 
involved and to suggest further questions that each businessman 
must answer for himself. 


SERVICE TO COMMUNITY ORGANIZATIONS 


The degree to which businessmen serve community organizations 
in one capacity or another is so extensive that it quite probably can- 
not be measured at all. Hardly any prominent businessman fails to 
be active in the trade or professional associations in his major field 
of activity. Of course, work of this type may be considered simply 
an extension of his business responsibilities, but there are literally 
hundreds of other organizations to which the average businessman 
is asked to contribute time and effort: local and national Chambers 
of Commerce, manufacturers’ associations, Retail Trade Boards, 
such clubs as Rotary and Kiwanis, in-town luncheon and dinner 
clubs, and the P.-T.A. To those activities we must add those social 
services concerned with the young, the old, the sick, the troubled, 
the troublesome, and the poor; the schools and the colleges; the 
cultural associations; and such social and fraternal organizations as 
the Daughters of the Revolution and the Sons of Italy. All these 
organizations have lofty purposes and important functions, and 
they survive largely because of the inconspicuous but untiring efforts 
of men and women from the business community. 

Men belong to these groups and give them leadership for many 
motives. Some men doubtless seek contacts which are valuable to 
them in their businesses or professions; others simply respond to a 
very real demand for their time and talents. Still others find such 
activities pleasant or honorific. Certainly, many respond to the 
views of the Chairman of the Board of American Telephone and 
Telegraph, Mr. Cleo F. Craig, who says, “No one can accept respon- 
sibility in the world unless he takes it first on his own doorstep. 
So for us in industry, I can see only one sure course to follow. 
Call it common sense, call it policy, call it anything you like. To my 
mind, industry must aim for, exist for, and everlastingly operate for 
the good of the community. The community can’t ride one track 
and business another. The two are inseparable, interactive, and 
interdependent.”* 


* Think, April, 1957. 
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Business must listen and respond to such a call to duty, but, at * 


the same time, it seems equally important to note the limits that 
any sensible businessman must observe. First of all, a man can 
perhaps be more effective in his business life if he maintains a 
reasonable distinction between his public and his private affairs. It is 
perfectly fine to be active in good works but, like Mrs. Jellybee in 
Bleak House, the active businessman may find that his outside duties 
are accomplished at the expense of his family or business associates. 
It is the theme of more than a few recent novels that family and 
personal disaster is courted when a man devotes too much of his 
time and interest to business or to public affairs. But equally evident 
are the dangers that arise when civic activities become so demanding 
that they prevent the adequate discharge of the individual's prime 
duties in his own business. Occasionally an executive has become 
a director of so many other business and charitable organizations 
that his outside activities have interfered with the orderly conduct 
of his own business and have prevented his subordinates from being 
able to reach him on matters that require his decision. Even when 
large responsibilities are delegated, there are many decisions which 
should not or cannot be made by others. 


CONFLICTS OF INTEREST 


Another problem that arises from great numbers of nonbusiness 
interests concerns the conflicts of interest which may sometimes 
develop. Problems of interlocking directorates arise as frequently 
when an officer or director has an important responsibility in a 
charity or a public post as they do when he is involved with another 
business concern. Charities, as well as businesses, tend to do their 
banking with banks represented on their board. Charities, as well 
as businesses, tend to buy their supplies, their insurance, their legal, 
architectural, and engineering services from concerns with which 
their directors or trustees are directly or indirectly connected. 

For the most part, such relationships are quite unobjectionable, 
and severe restrictions on interlocking directorates would prohibit 
the very public service which is so frequently urged. On the other 
hand, if conflicts of interest are not to be ignored, problems can be 
minimized if each director observes these cautions: 
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1. The director himself should receive no personal benefit, such 
as a commission or fee, from any transaction; 

2. In all discussions and decisions regarding the transaction, the 
director should disqualify himself from the discussion and voting; 

3. There should be a full disclosure to both organizations of the 
nature and extent of the relationships and interest involved; 

4. Each transaction should fall within the usual or regular con- 
duct of the director's business; 

5. If, as is always possible, a real conflict of interest between 
the two organizations later develops, the director must immediately 
resign from one of his positions. 


CHARITABLE CONTRIBUTIONS 


The second question, which is closely related to the first, concerns 
the scope and limitations on contributions of money, rather than 
time. By and large, it is the chief executive upon whom most of 
these pressures fall. By virtue of his income and position, he is 
the individual who usually can be most effective in contributing 
and assisting the charity in getting others to contribute. In Pitts- 
burgh, for example, where a United Fund was successfully or- 
ganized, 86 of the 96 “volunteers” soliciting corporate donations 
were either company presidents or board chairmen.* Obviously, 
when the president or board chairman of one of your customers 
or suppliers comes to see you for a corporate donation to a charity, 
you are likely to give him some time and attention. 

The demands that are made upon chief executives and their 
generally ready response to these demands lead them, not un- 
naturally, to consider how these responsibilities can be shared by 
others within the organization. The increase of corporate donations, 
with which we are not directly concerned here, has not relieved 
the pressure for individual donations, for good causes multiply like 
rabbits and have appetites like goats. In these circumstances, each 
organization must decide to what extent pressure will be put on its 
officers to contribute to charities and other good causes in the 
community. 

Various methods seem to be employed. In some companies, a 
standard of giving is simply laid down by the top management as 





* Fortune, April, 1957, page 252. 


66 THE MANAGEMENT REVIEW 














a plain directive or, if you will, a “tax.” It is usually sufficient, in 
these situations, for top management to be informed of the extent 
to which its officers have responded to their request, and less subtle 
pressures are rarely applied. This approach has several virtues; 
the contributors know where they stand, the charities get their 
money, and the company gets credit for fulfilling its community 
obligations. 

Whether pressures for contributions are heavy or light, every 
business that seeks to bring its executives up to standard must decide 
what that standard will be. The Community Funds, United Funds, 
and Fair Share plans all have their own, often unrealistic, schedules 
of suggested contributions for each income bracket. These schedules 
are adopted by some companies; others have adopted more moderate 
scales, such as a flat 1 per cent of gross salary. Flat percentage of 
gross salary favors those in the higher income brackets, since it 
does not take into account the graduated income tax rates and the 
larger deductions for those in the higher brackets. What is perhaps 
a fairer method is to set the contribution scale as a percentage (say, 
5 per cent) of the individual executive’s federal income tax, thus 
automatically adjusting for differences in tax brackets. 

To demand a contribution for any cause, however good, inevitably 
stimulates resentment, if not revolt. A gift that is forced is hardly 
a gift, and the giver is certainly denied whatever satisfactions there 
may be in his feeling that he has voluntarily sacrificed of his own 
substance. Each individual believes with reason that he alone can 
decide the extent of that sacrifice, taking into consideration the 
conflicting demands of his family and his future savings, to say 
nothing of his own personal desires. 

Probably no one has much definite knowledge of practices in this 
area, but no doubt more than one company has struggled to find 
a method to stimulate its executives to make substantial contribu- 
tions to community work, while at the same time permitting them 
to preserve their freedom of action. Clearly, if such contributions 
are to be made enthusiastically, they must be made freely. Perhaps 
by frank and open discussions among the executives themselves, 
the interests of the public, the business, and the individual may be 
reasonably accommodated. 
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One specific technique to produce substantial contributions with- 
out excessive pressure was used by two concerns which entered 
into an informal agreement whereby the executives of each company 
were solicited by executives of the other. The solicitors were free 
to make strong sales arguments for the contribution being requested 
but, at the same time, they were obviously not in a position to 
exercise any economic or other pressures on the contributor. 


GOVERNMENT SERVICE 


These various charitable and social activities are part of every- 
one’s civic responsibilities in any democracy, yet the most basic 
civic duties are obviously those that relate to government. Our 
attitude toward government is, of course, greatly colored by our 
daily relationships with governmental officials, with the regulations 
we are obligated to follow, and with the taxes we are obliged to pay. 
Every business must deal with these governmental responsibilities 
which fall on it as a business; but over and beyond this, every 
businessman has a fundamental duty as a citizen to take his part 
in government and to make it work. 

Clearly, it is the first duty of every citizen to serve his government 
when needed, but such a duty is rarely unqualified. The urgency 
of the need, the individual’s special skills, and the cost to him and 
his business must all be weighed. In recent years, key businessmen 
have been invited to assume important full-time responsibilities in 
Washington, and, to a lesser degree, part-time responsibilities in 
the various state capitols. These appointments are not likely to be 
> accepted unless the individual is given assurance by his organization 
that in accepting the government position he will be given a formal 
leave of absence or, at least, an assurance of re-employment when 
his government service has been completed. From the point of view 
of the business, it is by no means easy to give up the services of a 
key man. An organization, like nature, abhors a vacuum, and if an 
individual leaves his position, his job responsibilities must be turned 
over to one or more other persons, and he can never return to 
precisely the same situation that he left. 

Quite different problems arise when officers or employees of 
businesses campaign for or hold elective office. With respect to local 
politics, such as service on local school and planning boards, there 
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are few problems which directly relate to the business, for most 
of this public work is done evenings and weekends. The key political 
decisions, however, are made by the members of the state and 
national legislatures. When an officer or employee is elected to a 
state legislature which requires only a small part of his total annual 
working time, it is probably quite proper for him to be given the 
necessary time to do this job. The question of whether an officer 
of a corporation should be given a leave of absence to serve in the 
United States Congress however, has additional ramifications, for 
he must not only avoid impropriety, but its appearance as well. The 
representatives of business who serve in legislatures are subject to 
much abuse, and they should not be required to answer charges that 
they are in the pay of any business. 

Those who operate the great productive enterprises that employ 
most of our working population should, of course, be represented 
in the legislative processes. Such men are not without their own 
prejudices or special viewpoints, but they are no more self-interested 
than those who have sprung from other walks of life. They have 
no patent on political wisdom, but their contributions are essential, 
for it is out of honest debate between practical men and reformers, 
between management and labor, between urban and rural interests 
that the solutions to our larger political issues must be wrested. 

On still another level of activity, it is clear that a great deal of 
political power lies in the hands of our political parties. The quality 
of men in public office and the quality of public administration often 
depend on how these parties operate. On a very local and a very 
practical level, businessmen appear to be the mainstays of party 
fund-raising on both sides of the political fence. Corrupt-practices 
acts, both state and national, clearly forbid businesses to contribute 
of their own funds for political purposes, but they do not prohibit 
people who work in businesses as well as those who work in other 
enterprises from assuming active political roles. Our democracy 
depends upon a rigid separation between government and business, 
but its genius lies in its ability to permit individuals to be them- 
selves and not to be tied to a particular class or locale. It is quite 
possible, for example, to be a Democrat from Vermont who is op- 
posed to integration and in favor of high tariffs. 

We like to think that the greatest contributions to the legislative 
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functions of government have been made by amateurs, by those 
whose reputations for skill and competence were made in occupations 
other than politics. Every democracy has many honest and hard- 
working persons who make a business and livelihood out of politics, 
yet ideally legislatures should be made up of those who leave their 
established tasks—as engineers, as executives, as farmers, as teachers, 
as doctors, as laborers, as lawyers, or as merchants—and assemble 
to debate the issues and resolve how they, as citizens, should be 
governed. This is an ideal we have never realized, but it is one we 
have never given up trying to realize. The objective must always 
be to get businessmen into politics, but to keep business out. 


OBLIGATIONS WORK BOTH WAYS 


It is beyond debate that businessmen have a great responsibility 
to their community—socially, charitably, and politically. But per- 
haps it is equally pertinent to point out that a community has re- 
sponsibilities to its businessmen. The community must understand 
that a businessman’s first duty is to his business, for if he fails in 
that he fails in his prime function. The community must also under- 
stand that if it intends by high taxes to limit the accumulation of 
wealth, then the work of more and more social agencies must be 
paid for with tax money rather than contributed money. Only when 
both the business community and the public at large realize that 
they have mutual obligations will this relationship be as productive 
as it can and should be. 


The Age Barrier in Salesman Selection 


DESPJTE CONTINUING EFFORTS to expand existing sales forces—in the 
face of a growing scarcity of young trainee salesmen—industry appears 
reluctant to take advantage of older, more experienced men available 
for immediate sales openings. American industry has urgent need for 
more than 400,000 salesmen, yet experienced men over 45 years old 
hardly stand a chance of getting these jobs, according to a recent National 
Sales Executive survey. Of the firms queried, Industrial Distribution re- 
ports, 72 per cent will not hire an unemployed salesman over 45 years old 
—40.7 per cent of these because of company policy, 41.2 per cent because 
of the respondent’s personal opinion, 10.5 per cent because of pay scale, 
and 7.5 per cent for various other reasons. 
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““Pace-Setter”’ 
Organization 


Meeting Its Leadership Needs 
™ Don G. Mitchell 


Chairman and President 
Sylvania Electric Products, Inc. 





No MaTTER WHAT HIS BUSINESS MAY BE, everyone in top man- 
agement has the same overriding problem—that of assuring, not 
only a successful organization, but a very successful organization. 
That’s another way of saying that he must strive to assure a dynamic 
organization—one that helps to set the trends instead of waiting for 
the trends to come around. 

All managers seem to fall into one of two different categories: 
Those who take things as they come, and those who create oppor- 
tunities and make things happen. The over-all problem of the dy- 
namic manager resolves itself into seeing what opportunities there 
are to do a better job, being quick to sense and take advantage of 
new opportunities, and setting the pace for the competition. 

There would be little or no reward in simply preserving the status 
quo, even if that were possible. You can’t stand still in an expanding 
economy; you either move ahead or slip back. The real payoff comes 
with leadership. You may never attain position No. 1, but that’s 





This article is based on a presentation by Mr. Mitchell before the AMA 
Presidents’ Course. 
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not the really important point. Striving to attain leadership is 99 
per cent of the battle. However, striving to be the leader, or to be 
one of the leaders, presupposes that you have the management 
strength not only to see the opportunities but to take advantage of 
them. It’s a point of view that is wonderful to have, and takes plenty 
of hard work to attain. 

From the standpoint of any top management, the challenge is 
to assure that you have so organized and so equipped and so trained 
your management that they are operating with a point of view and 
in a climate that breeds success. No matter how brilliantly con- 
ceived, no management concept can succeed unless you have the 
will and the way to make it succeed. Nobody can put forth very 
many specific ideas that will create this point of view for your 
organization, but some general comments about one company’s ex- 
periences may be of help to other organizations. 


DEVELOPING EXECUTIVE RESOURCES 


The problem of developing executives and improving their current 
performance is one of the most pressing and difficult problems facing 
top management today. The typical company has grown so rapidly 
in recent years that we have plenty of Indians but not enough chiefs. 

In beginning the actual process of guiding the development of the 
individual to become a manager, guided experience, or coaching, or 
on-the-job training, or whatever else it may be called, is the first 
logical step. Without guided experience, all of the other techniques, 
whether on or off the job, will be far less productive, or even a 
complete waste of time. 

A vital ingredient in coaching is letting the individual manage — 
and not confining his efforts to looking over someone else’s shoulder. 
You learn by doing, not by observing, and that is why guidance 
should be specific, to the point, and capable of being concretely 
understood and acted upon. When someone comments that a sub- 
ordinate “doesn’t have enough ideas,” it is usually a good sign that 
the person making the remark needs as much guidance as the one 
he is talking about. After all, one of the best measures of a manager 
is his ability to develop managers. 

Once the program of guided experience is under way and you see 
that progress is being made, that is the time to decide what else can 
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be done—other on-the-job techniques, or outside activities and 
courses, or a reasonable degree of job rotation and special assign- 
ments to round out the individual’s experience. 

In developing a program for training managers, there is always 
an underlying tendency to decide at some stage that the entire process 
takes too much time and that it would be simpler to go out and 
recruit some new first-stringers and promising substitutes for your 
management team. Going outside for management talent may be 
necessary every so often, and it is a good idea from the standpoint of 
injecting new points of view into the organization. But any constant 
practice of going outside to fill key positions is a grave mistake. Time 
and again, some man in the organization who has been doing one 
phase of a certain job can work into the full responsibility when he 
is given the chance. People have a peculiar habit of maturing, of 
gaining experience, and of broadening when they get the opportunity. 

If there ever was a company that has learned that you have hidden 
resources right within your own organization, it is Sylvania. During 
and after the war, we grew so rapidly that we were constantly look- 
ing for more and more managers for the expanded operations. Rather 
than obey that impulse to go outside—which wouldn’t have done us 
much good, because other companies were in the same boat—we 
pulled likely recruits out of plant jobs, clerical jobs, and from any 
place else we could find them. We had to promote some youngsters 
more rapidly then we would normally have done, and we had to do 
it on a large scale, but we haven’t been sorry; we succeeded in 
developing a crop of able managers. Naturally, they have made 
mistakes; but as long as they kept their batting average within reason- 
able limits, they have stayed with us and kept right on advancing. 


FINDING MANAGEMENT TALENT 


Encouraged by this success, we soon developed procedures which 
have proved invaluable in unearthing and keeping track of men of 
potential management caliber. In some companies, the possibility 
of transferring a promising man from one division to another when 
a suitable opportunity arises is virtually nonexistent. There simply 
isn’t any company-wide system for utilizing all available talent to 
the maximum extent. Naturally, the large size of many companies 
today magnifies this problem, but that explanation, valid as it may 
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be, doesn’t make any sense to the young man who wants to go places 
but feels he is in a watertight compartment. 

When Sylvania was a relatively small company before the war, 
a search for outside candidates for an opening was not begun unless 
we were unable to find anyone within the company. As we grew, 
this practice obviously became impractical, and we modified the 
policy to require that, when openings occur for positions paying 
$7,000 or less, a division-wide search for candidates is conducted. 
If there are none, the division can go to the outside. For positions 
above that salary level, if there are no candidates in the division, the 
division reports that fact to the corporate personnel department, 
which finds an employee for promotion from within any division of 
the company or assists in recruiting an outside candidate. 

This system not only provides a fluid managerial reservoir, but 
it has the bonus of being an important morale factor. No one feels 
he is pigeonholed just because he may be in Shawnee, Okla., or 
Fullerton, Calif., when some good opportunities may be opening 
up in some new facility in Massachusetts. He knows he will be as 
fully considered as anyone anywhere in the company. 

In order to find candidates, however, you obviously need to know 
who they are and how good they are. To meet this important need, 
a personnel inventory is maintained in our corporate personnel de- 
partment on all employees earning $6,000 or more per year. This 
inventory includes basic personnel data plus ratings supplied by the 
divisions, which include an assessment of the employee's future 
growth potential. Based on this material, a cross-index of candidates 
for various openings in the company is maintained. 

With this system, about 85 per cent of our openings in the 
brackets of $7,000 and above are filled from inside the company. 
Nevertheless, we feel that 15 per cent outside “recruiting” is too 
high. Although we will always make a point of hiring some experi- 
enced men from the outside, we intend to make sure that we don’t 
carry that practice too far. 


COMPENSATION AND INCENTIVES 


In addition to having a good training program and doing a good 
job of bringing your own men along, it is important to reward this 
managerial group, from top management right down the line to the 
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boys who will be the top management tomorrow. It goes almost 
without saying that there is no substitute for a good base salary— 
one that recognizes the contributions of the individual and is com- 
petitive in the industry. Although some companies believe in a 
low base salary with a host of incentives that are supposed to make up 
for it, we go to considerable trouble in Sylvania to learn what 
the competitive rates are for our various positions, and we make 
every effort to match that level. Incentives reflect the opportunities 
in your particular company, but you first have to make the execu- 
tive or manager want to exploit the opportunities, and that’s the 
function of a good base salary. 

In determining the nature and extent of incentive programs for 
management, an overriding policy that makes a lot of sense is that 
you don’t give all the benefits to everyone. This obviously would 
not apply to the pension program, but it would apply in an execu- 
tive bonus system. Participation by the various individuals should 
vary with the importance of their jobs, the ability with which they 
are discharging their responsibilities, and their potentials for future 
growth. In my company, for example, there are 250 members of 
the executive compensation plan, with varying degrees of participa- 
tion. We do not restrict this bonus program to a few at the top 
level, but extend it reasonably far down the line. That in itself is 
an incentive to each manager to qualify for a larger share. 

As an added incentive to top key employees, we have a stock 
option plan, based on the philosophy that those individuals who 
bear the greatest responsibility for the company’s current operations 
and future success are entitled to a consequently larger incentive. 
Those participating in the plan are those who, collectively and in- 
dividually, can do the most to assure the company’s growth and over- 
all success. Even though options characteristically have little 
immediate value, it is inevitable in any dynamic organization, any 
organization geared to opportunities, that the options will have sub- 
stantial value over the years. 


DELEGATING RESPONSIBILITY AND AUTHORITY 


Having selected and trained management people, and then pro- 
vided the incentives they need and deserve to do the job expected 
of them, what do you do to make the system work? The answer 
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boils down to this: You give them the job and the authority and 
the responsibility to do it, and you guide them and encourage them 
until they do it. But you don’t do the job for them, under any 
circumstances. 

The only way to get the best out of a manager and at the same 
time satisfy his desire to be a manager is to let him manage. That 
may sound like an obvious point—a sort of corporate truism—but 
there are many instances where the manager is poised and ready 
to manage and spends the greater portion of time seeing the ball 
taken away from him by the next man up the line. 

Anyone who denies that the greatest temptation in business is 
to make decisions for the manager next down the line is not being 
very realistic. The company president who came up through the 
marketing organization finds it the easiest thing in the world to 
stroll into the marketing vice president’s office and make a few 
decisions—and the same holds true whether he came from manufac- 
turing, engineering, finance, or anything else. Responsibility and 
authority go hand in hand; they are inseparable. You can’t hold a 
man responsible unless you let him make the decisions, and if he 
would rather you make the decisions, the obvious course is to dis- 
courage this attitude—or take him out of that manager’s spot. 

Sometimes you hear that a manager has made a bad decision— 
perhaps even a very bad decision. He knows it and you know it, 
and a lot of other people know it. That is a turning point in his 
career, and perhaps in yours. You can pull the rug out from under 
him, and leave him out in left field—or you can back him up, even 
though you know he is wrong. If you do the first, you have lost a 
good manager. His morale will be zero from then on. If you do 
the latter, you will have gone a long way toward minimizing wrong 
future decisions on his part—and you will have strengthened im- 
measurably his contributions to the management team. 

Giving a manager the necessary authority and responsibility to 
do his job and to steer his operation toward future opportunities is 
of increasing importance in corporate life as more and more com- 
panies decentralize their operations—not necessarily by dispersing 
manufacturing facilities, but rather by delegating authority and 
responsibility to autonomous units. In effect, these are separate 
businesses, operating within the broad framework of company-wide 
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policies, not only in such obvious areas as finance, but on all the 
other basic staff levels as well. Although these decentralized opera- 
tions usually work more effectively when they are dispersed, concen- 
tration of plant facilities in one community is no bar to effective 
decentralization of management. 

When you put a manager on his own—and give him the author- 
ity and responsibility for engineering, manufacturing, and marketing 
in his product line—you are taking a major step toward assuring a 
dynamic organization. He simply must be dynamic if he wants to 
do the job you have given him. The interesting thing is that the 
effect doesn’t stop with the manager; it permeates the entire organi- 
zation, with the result that new potential managers come to the fore, 
having been created and developed by the very organization that 
has need for them. 


INSURING GOOD COMMUNICATIONS 


It is also vital to insure that decentralized operations function in 
a coordinated way with the rest of the company. Without good 
communications all along the line, from top to bottom, you can end 
up with a tangled mass of separate operations, each on its own wave- 
length and doing as it pleases. 

To prevent this from occurring at Sylvania, we have established 
an “Operations Review Committee” whose function. is to review 
the activities of the various operating and staff organizations 
throughout the company. This committee is composed of the presi- 
dent, the staff officers and department heads, and the operating 
vice presidents. The committee makes no decisions, providing only 
for an exchange of points of view through discussions with the 
individual responsible for a given operation. As a result, the various 
groups take a coordinated approach to their problems and orient 
their operations to over-all company needs, objectives, and oppor- 
tunities. 

We started out with each of the operating divisions presenting a 
review of its current operations and future plans. Everyone received 
so much benefit from these meetings that we extended the reports 
to the various staff departments whose functions are company-wide, 
and we broadened the meetings to include not only the operating 
vice presidents but all of the division general managers and the staff 
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department heads. The emphasis in the staff department reports 
was on two-way communications—the staff describing their policies 
and interpreting them from the standpoint of the operating divi- 
sions’ requirements. This has created an almost unbelievably 
greater spirit of unity of purpose. Each individual has come away 
from those meetings deeply impressed with the importance of his 
role as part of the management team. It has encouraged a “one-ness” 
that is a priceless ingredient of any company’s success and has bred 
a stimulating sense of team-play. 

There is much emphasis these days on everything coming in a 
package—witness the package deal, the package TV show, and so 
on—but management pioneered the “package” a long time ago. A 
good manager presents a package to top management—a package 
that describes an idea, tells what is new and different about it, why 
and how it will help the company, what he thinks we should do 
about it, and how much it will cost. Whether it is an opportunity 
or a problem—and a problem is simply an opportunity in disguise 
—the effective manager suggests a solution and tells you why. With 
this type of staff work, which the Army calls “completed staff 
action,” all the chief executive has to do is write “yes” or “no” 
across the face of the package and hand it back. 


THE RESPONSIBILITY OF THE CHIEF EXECUTIVE 


The chief executive’s duty is not to do any job that properly 
belongs with his staff or line, but rather to lead and encourage and 
stimulate them to do the job. Aside from organizing his manage- 
ment team and equipping it to do its job, there is nothing more 
important than the chief executive’s day-by-day leadership. In many 
ways, this leadership takes the form of tolerance. Everybody makes 
mistakes, although some don’t like to admit it, and the chief execu- 
tive who worries because mistakes are made is worrying needlessly. 
He should worry when the batting average falls below a reasonable 
point, but a mistake per se is something to be chalked up to experi- 
ence and part of the business of learning. 

Every manager has some weak points. The chief executive and 
the others in top management can do a great deal toward strengthen- 
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ing those weak points by helping the man recognize them and work 
on them. Weak points aren’t permanent blind spots; they are oppor- 
tunities to gain important added experience. 


The over-all climate in top management must be action-centered. 
Che chief executive should insist on action—not running in circles 
and “much ado about nothing,” but planned action. The systematic 
but imaginative attacking of problems requires consistency —adopt- 
ing sound courses of action and sticking to them. There is nothing 
more demoralizing than the constantly and erratically shifting point 
of view. Plans should not be inviolate by any means, but they 
should not be changed simply to change them or to experiment 
needlessly. 


The positive view is the most important thing. Anybody can tell 
you something won't work. But the real management man—the 
dynamic management man—is the man who finds a way. 


Using Ratios to Control Production Costs 


ALTHOUGH THE TECHNIQUE of ratio control is usually applied to financial 
operations, it can be equally useful as a production tool. A new system 
of ratio controls recently established by Motorola, Inc., projects the cost 
of doing business more accurately and enables superintendents to follow 
visually the trends of various operational costs, Mill & Factory reports. 


Ratios have been established for such factors as absenteeism (the 
average number of people absent per day to the number employed), turn- 
over, direct labor overtime, indirect labor overtime (the expenditure for 
overtime to the cost for a 40-hour week), and scrap cost per person. 

Another group of ratios includes: material handling to direct labor, 
shipping cost to direct labor, factory indirect labor to direct labor, and 
quality cost to direct labor. 


A ratio report covering each of these items is issued monthly. It in- 
dicates the actual performance of the previous month and the bogey, or 
expected, performance for the current period. A performance factor— 
the ratio of the expected performance to the actual performance—gives 
the superintendent an indication of the effectiveness of his operations. 

In addition, over-all plant operations are given a monthly performance 
rating, computed by taking an arithmetic average of the individual ratios. 
Since some of the costs are more important than others, the total plant 
performance rate is adjusted by weighting each of the individual con- 
trollable items. 
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Limited 
Replacement 


Automation in offices will never completely replace secretaries.—NEWS ITEM. 


80 


Automation’s on its way, 
It’s taking over, day by day, 


And electronic gadgets will 
Soon take the place of human skill. 


Almost, that is, but not completely, 
For though it does things quickly, neatly, 


No gadget ever will beguile 
You with an understanding smile. 


No thing of chrome and steel will ever 


Assure you that you're very clever, 


Or laugh at jokes (and ask for more) 
That you have told ten times before. 


No new contraption, made of plastic, 
Will make you feel enthusiastic; 


It's good to know that office scenery 
Will never quite be all machinery. 


—RIcHARD ARMOUR 
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— and how to avoid them 


@ John Diebold 


From THE TIME that computers were first put into the service of 
business, management acknowledged the difficult technical problems 
they raised. What management did not appreciate was the fact 
that automation also created difficult managerial problems in the 
selection, training, and development of personnel—problems that 
are quite separate from the mechanical difficulties encountered and 
that fall directly within the responsibility of management. 

Careful study of almost every major data-processing undertaking, 
the most successful as well as the failures, reveals a consistent under- 
estimation of the investment in time and in money that must 
precede office automation. For example: 

«a One of the major utility companies, after two years of prepara- 
tion, and a year after installation of a large-scale computer, an- 
nounced publicly that they had underestimated the running time 


of their daily billing cycle and were forced to scrap their pro- 
grams, return the machine, and start over with a new one. 





Mr. Diebold, author and president of the management consulting firm of 
John Diebold & Associates, Inc., is widely known as one of the country’s 
foremost authorities on automation. 
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« The first, and widely publicized, computer applied to a manu- 
facturing operation required close to two years’ additional 
preparation time before it began to handle productive work. 

@ One of the major insurance companies, with approximately 200 
people in its electronics research department, found after in- 
stallation of their first computer that it took one year longer 
than expected to produce its first hour of productive work. 

These are not isolated examples of particularly unsuccessful ap- 
plications.. The managements of even the finest companies have 
experienced considerable difficulty in assessing the magnitude of 
the problem of harnessing the power of electronics to the office. 

Although the major problems of automation in the plant are 
technological, in the office they are managerial. Many of the 
problems that have prevented a full realization of the potentialities 
of office automation can be traced to two major managerial errors. 

The first is made when the businessman concentrates his atten- 
tion on the hardware or individual machines of automation, rather 
than on the system. 

The second major error occurs when the businessman, impressed 
into thinking of automation as a scientific or engineering problem, 
delegates the important decisions to technicians, rather than treating 
them as essentially managerial problems. 


THE COMMITTEE APPROACH TO AUTOMATION 


Otherwise responsible executives, when questionéd about what 
they are doing with regard to automation, frequently reply, “We 
have formed an electronics committee.” And they make this state- 
ment in a manner implying finality, as though they have taken care 
of -the problem! In practice, this often means no more than that 
the committee spends a year or more wandering about the country, 
attending manufacturers’ schools and visiting computer installations. 
This experience is somehow supposed to be sufficient for making 
critical decisions about the highly detailed process of automating. 
In no other area of business activity, with the possible exception of 
advertising, would any manager sleep easily at night after he had 
delegated such a crucial problem to a committee. 

All too often the electronics committee, intentionally or not, 
has merely created the impression of “doing something about auto- 
mation” while at the same time avoiding any action that could 
possibly backfire. In one case, the electronics committee of a major 
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oil company, after more than a year’s study, actually presented the 
final equipment choice to the president of the company and asked 
him to decide which type of computer should be used! 

The training received by the committees at manufacturers’ schools 
frequently gives the members a pseudoscientific appreciation of the 
equipment and a bias toward the specific equipment that they have 
studied. They return filled with technical phrases and parrot the 
sales arguments of the equipment company. 

Although the scope of the automation problem encompasses vir- 
tually all areas of the business organization, the nature of the 
analysis and the decisions that must be undertaken—in short, the 
detailed work—does not lend itself well to committee organization. 
These are operational problems and should be treated as such. In 
the face of the arguments of proponents of committee management, 
insistence upon individual responsibility may seem very old- 
fashioned, but, as William H. Whyte, Jr. has pointed out in The 
Organization Man, there are dangers in the current attempts to 
replace the individual manager with a team. His criticism of the 
overemphasis placed upon group management is directed not only 
at the role of the team in information exchange activities, but in 
decision-making functions as well: 

Even in fields where the group is vital, the current emphasis on 
the team is having some equally inhibiting effects. Just as it has 
obscured the individual in creation and discovery in such 
activities as research and communication, so in the regular work 
of running an organization it is obscuring the function of 
leadership. 

It has often been said that an administrative board has the same 
characteristics as any other board: it is long, narrow, and wooden. 
Of course, a committee can be useful for insuring company-wide 
understanding and cooperation. But the problem of automation 
should be specifically assigned as the responsibility of an operating 
and preferably not a management eunuch who knows 





executive 
exactly how something is done but can’t quite do it himself. 
TECHNIQUES OR TECHNOLOGY? 


The delegation of authority to make decisions about automation 
to an electronics committee or to a technical group unfamiliar with 
the total business environment usually leads the company to ap- 
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proach automation from the standpoint of technology or hardware. 
This preoccupation with the machines of automation has resulted 
in an unfortunate eclipse of the more significant techniques of 
automation. The senior partner of one of the leading public account- 
ing firms, which has widely touted data-processing as the solution to 
all sorts of chronic business ills, recently made the statement that 
the first step in applying automation to the office is selecting the 
machines. Nothing could be more erroneous. 

Orders for large-scale computers have actually been justified 
with such homely thinking as the famous first line in an early 
English recipe for rabbit stew: “First get.your rabbit.” The very 
phrase “feasibility study,” so often used in connection with the study 
preceding installation of a computer, frequently serves to imply to 
those conducting the study that they are trying to find an application 
for a computer. Their objective should be to design the best possible 
information and communication system for meeting the needs of 
the organization, whether it relies upon a computer, a simple manual 
and machine system, or entirely upon humans. 


PLANNING BY "EXPERTS" 


A second major management error is the assumption that an 
engineer or a scientist must handle the automation program. This 
has intensified the mad quest for skilled scientific personnel, al- 
though the fact is that as yet there are very few competent people 
trained to handle automation in the office. The demand for 
“experts” in the field has given rise to a large group of job-hoppers 
who-would be considered “floaters” in any other field. Giving them- 
selves impressive job titles—rarely true job descriptions—and going 
through several employers in a few years, these floaters are dis- 
ruptive in any organization. Their introduction into a company 
structure—often over the cries of good personnel people— has the 
same consequences as the violation of any other sound personnel 
policy. 

One reason for the demand for “experts” is that the hardware of 
automation is being shipped faster than competent people can be 
trained to operate it. IBM, for example, is shipping about two $1.5 
million machines a week and an average of almost two medium- 
scale computers ($50,000 a year rental) every day. But the answer 
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is not to go into the job market for specialists. Good ones are 
exceptionally hard to find, and money is no longer an incentive for 
them. Experienced men are already highly paid—$18,000 to 
$30,000 a year—and they are looking for very specialized kinds 
of opportunities. 


TRAINING COMPANY PERSONNEL 


The solution is to train personnel from your own organization 
in analytical procedures, machine operation, and programming. 
This critical requirement for a successful automation installation is 
one more example of the fact that the basic problem of automation 
is education. 

The installation of automation equipment cannot properly be 
made without a thorough understanding of the functions and needs 
of the business itself. Though the businessman may regard the 
specialized knowledge of the engineer with something approaching 
awe, the engineer all too frequently regards the unfamiliar processes 
of business as something that can be mastered in a few months. 
Glenn White of the Chrysler Corporation has remarked out of the 
experience of his company that: 

We are satisfied that the way to put together a team of people 
to work on electronics is to take somebody who has good know!l- 
edge of how to run your business—a good systems and procedures 
man, if you please. They can be trained in electronics much 
easier than somebody who knows electronics can be trained in 
how to run your business. 


SELECTING CANDIDATES FOR TRAINING 

Once “train your own people” has been established as a sound 
principle, there still remains the problem of which people to train. 
Some companies select candidates for the data-processing program 
without first testing them. Such a policy may be adequate for 
companies that have a large pool of people to draw upon and that 
can afford to lose time and money training replacements for those 
who prove unsuited to the work of the new installation. In most 
cases, however, testing is of invaluable assistance in selecting the 
people who are best equipped to work with the machines, both at 
the beginning and throughout the long pull. 

The aptitude tests that do exist are good as far as they go. Un- 
fortunately, this is not far enough. All the aptitudes that go to 
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make a good man in the field of data-processing have not yet been 
identified, and testing may miss any number of people who have 
potentialities. Present research is being directed toward developing 
a test for analyzing and weighting all the skills and abilities that 
make for success in this work. 

Such a test must also include a measure for determining the 
adequacy of people already experienced in data-processing work and 
candidates for higher-level positions. Perhaps most important of all, 
the test must translate particular types of business problems into the 
abilities and knowledges needed to solve these problems. Once such 
a comprehensive test has been devised, the problem of finding the 
right people to train will be happily solved. 


THE "STEP BY STEP" APPROACH 


Conservative managers are often heard to say: “We are taking 
’ 


a step-by-step approach to automation.” This is intended to convey 
the impression of caution and proper business reserve. Actually, it 
often means that another uncoordinated misstep is being taken into 
automation. Although caution is, of course, desirable, the “step-by- 
step” approach frequently ignores the fact that the whole concept 
of systems analysis and design, which is basic to automation, requires 
a careful and detailed plan for the entire organization if the benefits 
realized are to be more than marginal. 

Practitioners of the step-by-step approach have found all too often 
that they were obliged to throw out the previous step and redo a 
great amount of work in installing the procedures and equipment 
associated with the new steps. The result is that the benefits of 
automation remain potential—always just ahead, after the next step. 

The application of automation to the office involves more than 
just adding a new computer to the tab room, although some firms 
install major machines on just this basis. There is an enormous 
opportunity to benefit by analyzing the entire organization as an 
integrated system. This analysis must precede evaluation of equip- 
ment; you begin with the system, not with the machinery. Such 
a study often results in great improvements and substantial savings, 
even when automatic machinery is not installed. It is very unlikely 
that the reverse is true. 

One result of treating the computer as just another tabulating 
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machine and not integrating it into the business system is that the 
high costs of data-preparation often reduce or eliminate any savings 
that result from automatic processing. On many existing coimputer 
installations, a substantial portion of the savings has been made 
possible by deriving data automatically from a process as a by- 
product. This eliminates the extensive key-punching or other data- 
preparation costs that are encountered when the computer is 
considered only a new, faster, and more automatic addition to the 
tabulating room. It is through this procedure of reaching out into 
production and other business processes for automatic collection of 
data that the office and factory are gradually being drawn more 
closely together. 


MATCHING THE MACHINE TO THE SYSTEM 


Many of the computers now in use are inefficiently utilized. 
Stock-model machines are often purchased because it seems like a 
good idea to have a computer, and too much responsibility for the 
selection is left to the sales representatives of equipment companies. 
The top managements of these firms are the first to admit that they 
simply do not have experienced people to do the kind of detailed 
application work that is necessary if full benefit is to be derived 
from highly complex machine systems. Without this preliminary 
work, the unstudied system, rather than being aided, is often en- 
cumbered by the wrong machinery. 

Although it is a serious mistake to concentrate on hardware to 
the exclusion of a systems study, it is nevertheless important for 
management to be familiar with the machines that are available. 
A systems study analyzes the separate parts of the operation, joining 
these parts into an effective and functional whole, but a knowledge 
of existing equipment which fits the needs of the system is obviously 
necessary to the successful accomplishment of the conversion to 
automation. 


THE ROLE OF THE MANAGER 
The fundamentals of installing a successful data-processing pro- 
gram can be stated in three general principles: 
First, a thorough systems study must be made to learn the nature 
of the beast you are dealing with, so that it, rather than you, can be 
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cornered. This study, which is invaluable to the recognition of the 
real problems that must be solved, is essential to avoiding the many 
pitfalls in the way to automation. 

Second, the right machines must be selected to deal with the 
problems defined in the systems analysis. 

Third, both of the first two principles must be applied by the 
right person—a man with complete understanding of both the 
business itself and the basic ideas of automation. 

Although it is difficult to resist the tendency to delegate the 
problems involved in automating to a “technician,” it is important 
to remember that the fundamental decisions are managerial. Auto- 
mation is one of the critical areas in which management must man- 





age. There are no substitutes for experience and imagination in 
realizing its full potentialities. 


Inspection Without Destruction 


NONDESTRUCTIVE TESTING—the art of checking products and materials 
without destroying them—is now being applied to hundreds of manu- 
factured items ranging from reactors to railroad tracks, reports The Wall 
Street Journal. 

In former years, an occasional product was pulled off the assembly 
line and taken apart to see whether it was up to standard. But today, 
new methods are being developed to make the checks without stalling the 
production line or ruining the item. 

Industry saved $140 million through the use of these techniques in 
1956, $45 million more than in 1955, according to Richard F. Holste, 
president of the Society for Nondestructive Testing, Inc. Sales of non- 
destructive testing equipment, materials, and services have reached an 
estimated $1 billion a year. 

Nondestructive testing methods are divided roughly into four cate- 
gories: ultrasonic, X-ray and gamma ray, magnetic particle, and pene- 
trant methods. U.S. Steel Corp. is now checking ultrasonically every 
forging it turns out. In this technique, sound waves that travel at a fre- 
quency of a million or more cycles per second are introduced. If there’s 
an air hole in the casting, the ultrasonic waves bounce off the edge of 
the flaw and back to the surface. If no flaw is encountered, however, the 
waves penetrate through to the other side and then bounce back. 

Among the most enthusiastic users of these techniques are the big 
aircraft manufacturers. Douglas Aircraft, Inc., figures that during 1956 
it saved $472,000 worth of machine time on steel and aluminum parts 
by quickly discovering flaws in the metal before it was machined. 





88 THE MANAGEMENT REVIEW 














THE HIDDEN PERSUADERS. 


By Vance Packard. David Mc- 
Kay Company, Inc., New York, 
1957. 275 pages. $4.00. 


Reviewed by Leo Bogart* 


This is an_ entertaining book. 
Being entertaining, it has become a 
best-seller, and as such it is destined 
to be influential as a source of im- 
pressions about advertising and mar- 
keting research. A book on a serious 
subject is hard to evaluate as enter- 
tainment; one must also pass judg- 
ment on the adequacy of its infor- 
mation and on the quality of its 
ideas. From such a standpoint, this 
book may be not merely disappoint- 
ing, but actually irritating to many 
readers who might, in Vance Pack- 
ard’s term, themselves be character- 
ized as Hidden Persuaders. 

The central thesis of this book is 
set forth in its name. Mr. Packard 
is writing of the increasing use by 
advertisers of psychological and 
social research. He recognizes that 
this research has great value for its 
sponsors, but he sees it as a kind of 
occult practice, the secret of whose 
very existence is hidden from the 
consumer. Moreover, he seems quite 
convinced that this research, once 
accomplished, provides the advertiser 
with magically irresistible powers of 
persuasiveness—even of control over 
the public mind. 

Because he identifies motivation 





* Associate Director of Research, Mc- 
Cann-Erickson, Inc. 
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research as one of the black arts, the 
author expresses grave concern over 
its impact on our society. He sees us 
heading into “the chilling world of 
George Orwell and his Big Brother.” 
The public is being “treated like 
Pavlov’s conditioned dog.” “Nothing 
is immune or sacred. A Chicago ad 
agency has used psychiatric probing 
techniques on little girls.” 

To document his thesis, Mr. Pack- 
ard provides some 150 pages of 
breezily written case histories of 
motivation studies in diversified prod- 
uct fields. He .covers the by-now 
classic examples which are a fa- 
miliar part of the literature on con- 
sumer behavior. There is our old 
friend from Chicago, Mrs. Middle 
Majority; there is the lazy housewife 
who uses instant coffee, and her 
daughter who washes her face to be 
attractive rather than to be clean. 
But there is also a substantial amount 
of previously unpublicized material. 
These case histories are understand- 
ably drawn in especially full measure 
from those sources which chose to 
“open up” to the author. They are 
therefore a selective rather than a 
representative sampling of the field. 
However, they constitute the largest 
collection of such case histories yet 
brought together, and they are 
grouped in logical and easy sequence. 

Marketing is the most thoroughly 
explored area in the book, though 
there is also a rather cursory coverage 
given to the use of psychological re- 
search and principles in politics, pub- 
lic relations, and personnel selection. 


8? 





In reciting his case histories, the 
author draws no distinctions between 
marketing decisions based on_ re- 
search and others which simply re- 
flect creative ingenuity. He offers the 
following example: “An Indiana su- 
permarket operator nationally recog- 
nized for his advanced psychological 
techniques told me he once sold a 
half-ton of cheese in a few hours, 
just by getting an enormous half-ton 
wheel of cheese and inviting cus- 
tomers to nibble slivers and cut off 
their own chunks for purchase. They 
could have their chunk free if they 
could guess its weight within an 
ounce. The mere massiveness of the 
cheese, he believes, was a powerful 
influence in making the sales.” To 
Mr. Packard this may represent psy- 
chiatric depth probing, Big Brother, 
and Pavlov’s dogs, but to this re- 
viewer it merely sounds like smart 
cheese merchandising. 

The man in the Hathaway shirt 
and the tattooed man with the Marl- 
boro cigarette are both presented as 
creatures of the Hidden Persuaders, 
even though there is no suggestion 
that they were the products of moti- 
vation study rather than advertising 
inventiveness. At this point the au- 
thor misses the opportunity to make 
a telling criticism of those motivation 
researchers who start with their con- 
clusions and then collect data, rather 
than the other way around. To pro- 
vide an eyepatch for the man in the 
Hathaway shirt is inspiration, but it 
may also be inspiration that leads a 
motivation researcher to suggest that 
baking a cake is comparable to having 
a baby, or that the convertible is 
to the sedan as the mistress is to the 
wife. Both are imaginative and pro- 
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vocative ideas, but they arise from 
psychological insight or psychologi- 
cal theory, rather than from research. 
There are some practitioners who are 
remarkably skillful at sparking such 
ideas but are less concerned with 
the unglamorous task of putting them 
to the test of evidence. 

Unfortunately, all the case _his- 
tories are presented at their face 
value. Since the author is a journal- 
ist rather than a_ professional re- 
searcher, he makes no attempt to pass 
judgment on the merits of the studies 
reported. In a book directed to the 
general public, interest and reada- 
bility are heightened by, an absence 
of boring references to methods and 
techniques. Yet, without such refer- 
ences, how can the reader judge how 
much of the findings should be taken 
literally and how much should be 
discounted as unsubstantiated, or 
just plain wrong? 

Mr. Packard helps to perpetuate 
the widespread fallacy that motiva- 
tion research is something altogether 
new and different from traditional 
marketing research techniques. It 
isn’t. Both have common roots and 
common objectives. 

Marketing research has only re- 
cently made important use of the 
contributions of the social scientists, 
but the qualitative analysis of depth 
interviews has a very long history 
indeed. According to the author, 
there are two contenders for the title 
of “father of motivation research”: 
Ernest Dichter and Louis Cheskin. 
The book does not even mention 
Paul Lazarsfeld, who practiced quali- 
tative marketing research in Vienna 
a quarter of a century ago and who 
first referred to the psychological 
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study of consumer motivations in a 
Harvard Business Review article in 
1934. But this is only one omission 
among many. 

The author approves of a free en- 
terprise economy and he acknowl- 
edges the important part which ad- 
vertising plays in stimulating con- 
sumption. Yet he appears to believe 
that it is dangerous and immoral for 
manufacturers with goods to sell to 
employ the services of experts who 
can help them do an effective job. 
The reader may be somewhat per- 
plexed at this point. Should adver- 
tisers not try to do a good job? It is 
hard to see how they could fail to 
take advantage of the twentieth cen- 
tury’s improved understanding of 
human behavior. To ask today’s ad- 
vertising man to leave psychology out 
of his ads is like asking him to dis- 
pense with photography or with the 
rules of good layout and design. 

In a competitive economy, research- 
ers, like advertising people and busi- 
nessmen, work for different ends. 
They are not in conspiracy—though 
Mr. Packard comes close to suggest- 
ing that they are. (He even raises 
the question, “Were some of the 
resolutely mediocre shows on. tele- 
vision that way by design, to increase 
the impact of the commercials?” ) 

The real job of persuasion rests 
with the experts in the arts of per- 
suasion. Research does not write 
copy or redesign packages or change 
distribution methods. However, more 
intelligent decisions on how to per- 
suade may be made with an under- 
standing of consumer motivations, as 
well as with knowledge of the basic 
facts about who and where the cus- 
tomers are. 
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The successful application of 
social research to business problems 
does raise many questions of a moral 
or ethical nature, and The Hidden 
Persuaders states a number of them. 
Unfortunately, like many critics of 
the prevailing economic order, the 
author suggests no serious alterna- 
tives. In his words: “The most seri- 
ous offense many of the depth manip- 
ulators commit, it seems to me, is 
that they try to invade the privacy of 
our minds. It is this right to privacy 
in our minds—privacy to be either 
rational or irrational—that I believe 
we must strive to protect.” _ 

All human communication in- 
volves judgments as to other people’s 
meanings, intentions, and motives. 
Success in marketing certainly de- 
pends in large measure upon the 
shrewdness with which the business- 
man judges the mind of the con- 
sumer. Is it indeed an invasion of 
privacy if such judgments are made 
wisely? And now that Mr. Packard 
has uncovered us, must we Persuad- 
ers still be considered Hidden? 


MANAGEMENT ACCOUNTING 
FOR PROFIT CONTROL. By 
I. Wayne Keller. McGraw-Hill 
Book Company, Inc., New York, 
1957. 435 pages. $7.00. 


Reviewed by William Langenberg* 


In Wayne Keller’s Management 
Accounting, the focus is on planning 
and control of current and future 
costs and income rather than _his- 
torical accounting. While day-to-day 





* Assistant Controller, Johnson & John- 
son. 
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control of costs is not treated as an 
accounting transaction, over-all re- 
sponsibility for planning and control 
of current cost and income, as well 
as historical accounting, is placed 
under the chief accounting officer. 
This is considered desirable for rea- 
sons of consistency, efficiency, and 
independence. 

In Mr. Keller’s view, the manage- 
ment accountant is something more 
than an accountant. Besides being 
skilled in the art and science of ac- 
counting, he should: 

1. Have an interest in, and 
knowledge of, all phases of the 
management and staff functions of 
the enterprise. 

2. Believe implicitly in a_profit- 
and-loss economic system. 

3. Rate above average as a per- 
son. 

4. Recognize the need for con- 
stant revision and improvement in 
the management accounting process. 

Manufacturing costs are treated in 
the chapters dealing with material, 
labor, and factory expenses, and 
various cost accounting systems are 
lucidly .described. Direct costing is 
handled with special skill. The 
author shows why it is necessary, if 
product costs are used as a basis for 
determining selling prices, to use the 
supplementary procedure of allocat- 
ing the fixed expense of each pro- 
ductive operation, including service 
operations. The control of material, 
labor, and factory expense is depicted 
as a daily requirement which, since 
these items are not accounting en- 
tries, need not tie in with any 
accounts. 

The section on distribution ex- 
penses features a number of report 


92 


forms. Excellent examples are those 
on unit-selling cost data by territory, 
and allocation of distribution cost by 
product lines. 

In the chapters on budgets and 
reports to top management, the au- 
thor’s thinking shows at its best. 
Budgeting is described as a plan of 
action to achieve stated objectives, 
based on a predetermined series of 
related assumptions. The ultimate 
objective of a budgetary planning and 
control program is the measurement 
and control of profit, and the sharp- 
est tool available for this purpose is 
the return on capital employed. Re- 
ports to top management are divided 
in two categories: (1) periodic re- 
ports of performance by areas of re- 
sponsibility to provide information 
for operating decisions; and (2) 
special reports to implement plan- 
ning and policy making. 

Of particular interest is the dis- 
cussion of “make or buy or lease” 
showing the pitfalls to be avoided in 
making calculations of this kind. 

This book reflects the many years 
of forward thinking in management 
accounting for which the author is 
well known. It is an excellent pres- 
entation of those facets of manage- 
ment accounting which have proved 
their worth and have come to be 
regarded by modern industrial enter- 
prises as essential tools in the strug- 
gle to lower costs and reduce the 
squeeze on profits. 

In the opinion of this reviewer, 
more space could have been devoted 
to the techniques of controlling and 
reducing costs. Control of machine 
speed and output, for example, or 
analysis of machine downtime versus 
downtime of labor, offer rich rewards 
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for cost reduction efforts. Cost re- for a volume on “Profit Improvement 


duction programs might also have through Cost Reduction.” Such a 
been discussed in greater detail. study would be as valuable an addi- 
Perhaps these and other tested me- tion to the literature of accounting as 
thods of cost reduction could serve Management Accounting for Profit 
Wayne Keller as a point of departure Control. 
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ness Administration, Washington, D.C. For sale by the Superintendent of 
Documents, U.S. Government Printing Office, Washington 25, D.C. 57 
pages. 25 cents. Designed to aid the small company in making use of new- 
product technology, this booklet discusses the role of technology in modern 
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outside assistance available to the small firm. Specific examples and cases 
are cited, and a selected bibliography is included. 


A DICTIONARY OF AMERICAN-ENGLISH USAGE. By Margaret Nicholson. 
Oxford University Press, New York, 1957. 671 pages. $5.00. An adapta- 
tion of Fowler’s classic Dictionary of Modern English Usage. Addressed 
specifically to an American audience, this version has been simplified and 
rearranged for easier reference and contains new word entries as well as 
variations in spelling, pronunciation, and usage that have become current in 
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THE CLASSIFIED CATALOG: Basic Principles and Practices. By Jesse H. 
Shera et al. American Library Association, Chicago. 1956. 130 pages. 
$4.00. Treating the subject in a single text for the first time, this study 
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MICRORECORDING: Industrial and Library Applications. By Chester M. 
Lewis and William H. Offenhauser, Jr. Interscience Publishers, Inc., New 
York, 1956. 456 pages. $8.50. The joint product of a librarian and a 
specialist in film techniques, this volume assembles the information on micro- 
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an over-all view of the practical uses of microrecording, the types of equip- 
ment available, and the criteria to be used in selecting a microrecording 
program. 
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lishing Corporation, New York, 1956. 471 pages. $10.00. The proceedings 
of the 1956 Western Reserve Conference on the Practical Utilization of 
Recorded Knowledge. The papers and discussions contributed by specialists 
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to systems, equipment for making information available as needed, uses of 
documentation in research and decision-making, education for librarianship, 
and cooperative programs for information processing in a number of special 
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Hill Book Company, Inc., New York, 1957. 305 pages. $5.00. This 
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comprehensive account of the uses of statistics in quality control. The 40 
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cal principles, with illustrations of how they are applied to quality control; 
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ANALYSIS FOR PRODUCTION MANAGEMENT. By Edward H. Bowman and 
Robert B. Fetter. Richard D. Irwin, Inc., Homewood, Ill., 1957. 503 
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programming, statistical analysis, and economic analysis, illustrating each 
method with specific examples showing how the theoretical concepts are 
related to the actual process of decision-making. 


SYSTEM ENGINEERING: An Introduction to the Design ot Large-Scale Sys- . 
tems. By. Harry H. Goode and Robert E. Machol. McGraw-Hill Book 
Company, Inc., New York, 1957. 551 pages. $10.00. An over-all treat- 

ment of the “system design” approach to engineering, demonstrating how 
statistics, computers, game theory, information theory, servomechanisms, and 

other methods are combined in developing large-scale engineering systems 

such as radar, telephone, and guided missiles. The author's primary purpose 

is to provide the engineer who is to operate as a member of a system-design 

team with the necessary technical background in this field. A knowledge 

of elementary calculus is assumed. 
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Two new publications from the 
AMA Management Bookshelf . . . 


LINE-STAFF RELATIONSHIPS IN PRODUCTION 

Company progress depends in large part on maintaining harmonious 
relations between production personnel and engineering and staff special- 
ists. To avoid friction, responsibilities must be clearly defined and 
understood by both line and staff. 

In this new AMA Special Report, tested methods for achieving produc- 
tive line-staff relationships are discussed by representatives of Merck & 
Company, Inc., Martin-Baltimore, and other companies. Other papers 
describe how staff departments can serve line management most effec- 
tively and how management can best employ the services of the industrial 
engineer. 


PARTIAL CONTENTS 
Part One—Company Approaches. Line-Staff Cooperation at Merck & 
Company, Inc. Flexibility of Line-Staff Relationships at American 
Safety Razor. Minimizing Line-Staff Friction at Martin-Baltimore. 
Combination of Line and Staff Responsibilities at Pawling Rubber 
Corporation. 


Part Two—How Staff Departments Serve Line Management 


Part Three—Industrial Engineering: A Problem in Line-Staff Relation- 
ships. Industrial Engineering and the Challenge of Modern Manu- 
facturing Problems. 


SPECIAL REPorT 18 $3.75 (AMA Members: $2.50) 


COMPANY ORGANIZATION FOR 
ECONOMIC FORECASTING: 
Keeping Informed on the Business Outlook 


This Research Report explains how companies have organized for 
accurate forecasting of the economic outlook—how they are using the 
pertinent economic data made available from government and business 
sources. Based on a detailed AMA survey, the report shows how 56 
company presidents keep informed on economic trends. In addition, 
another survey reported here describes varied approaches to effective busi- 
ness planning. Actual case histories explain how data are obtained and 
how forecasts are utilized for company progress. 


RESEARCH REPORT 28 $3.00 (AMA members: $2.00) 


Order from DEPARTMENT MJ, AMERICAN MANAGEMENT ASSOCIATION, INC., 1515 
Broadway, Times Square, New York 36, N. Y. 

AMA will pay normal postage and handling charges on all orders accompanied by check or money order. Orders 
under $5.00 should be accompanied by remittance. Orders of $5.00 or more, unless accompanied by remittance, 
will be billed for postage and handling charges. Add 3% sales tax for orders to be delivered in New York City. 





The first complete handbook 
the selection of managers 


SELECTION OF MANAGEMENT 
PERSONNEL 


Edited by M. Joseph Dooher and Elizabeth Marting 


S Erection OF MANAGEMENT PERSONNEL, AMA’s important new 


two-volume publication, is a basic reference book for all executives who 
are responsible for supervisory and executive personnel. It defines the 
essential nature of the manager's job, identifies the qualities necessary 
for success in business and industry, and describes how managers are 
chosen and evaluated. 

The latest of AMA's reports 

“to, by, and for American man- 

agement,” Selection of Manage- 

ment Personnel is applicable to 

technical, sales, accounting, and 

other specialized personnel. As 

a special feature, it contains 

case studies of actual com- 

pany practices in management 

selection. 

Indispensable for any executive 

who must get the most from all 

management personnel, Selec- 

tion of Management Personnel 

is a basic addition to manage- 

ment literature. 


CONTENTS 
VOLUME ONE: Part One—The Selection of Supervisors. 
Part Two—The Selection of Executives. 


Par! Three—Practical Aspects of Executive and Supervisory Selection. 
VOLUME TWO: Part Four—Company Practices in Management Selection. 

Bibliography. 
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Two volumes, boxed, 892 pp. plus index. $15 (AMA Members: $10) 
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Broadway, Times Square, New York 36, N. Y. 


AMA will pay normal postage and handling charges om all orders accompanied by check or money order. Orders 
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